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AUTHOR'S PREFACE. 


HIS Part II. of ‘Standard Co-operative Book-keeping”’ 

continues from Part I. the treatment of the books and accounts 

of Co-operative Societies in accordance with the recommendations 
of the Standard Balance Sheet Committee of the Co-operative Union. 
Like Part I., it has a two-fold purpose. It is to serve as a text-book for 
students in classes organised by Co-operative Societies and other bodies 
on the syllabus of instruction issued by the Co-operative Union and also 
as a guide to the secretaries of societies and their staffs. For these 
reasons many specimen rulings of books are given, and the subject 
has been treated in a manner designed to be helpful to the practitioner 
as well as the student. A number of matters of importance are treated 
in appendices, as it appeared better to segregate them rather than 
explain and discuss them in the body of the book when the student’s 
attention was desirably concentrated upon the preparation of the 
primary accounts and the connection of these accounts with the balance 
sheet. The “ Cash Basis’’ of recording purchases and expenses which 
is im operation im some societies has not been explained or discussed. 
The method explained has the merit of being logical and complete, 
and those who have mastered the principles explained in thts book 
should have no difficulty in working the “‘ Cash Basis” system. For 
similar reasons the various “short cuts” which secretaries have 
evolved as a result of their experience have not been explained. Some 
of the departures from the method explained are often attended with 
visk of error, and others are applicable only in the peculiar circum- 
stances of individual societies. To have dealt with them would probably 
have confused the students using the book, and with a sound knowledge 
of principles they can afterwards understand shorter methods more 
easily and apply them with less risk of error than if they tried to apply 
them before acquiring a knowledge of the logical and complete application 
of the principles as explained in this book. 


Vi. AUTHOR’S PREFACE. 


A chapter has been included on the accounts of an Education 
Department, and as this chapter will be read and studied by secretaries 
of education committees who are not studying the whole book, it has 
been necessary to repeat in this chapter certain explanations given 
in earlier chapters and in Part I. 


The chapter on the Annual Return has been restricted because 
of the changes that take place from time to time in the detailed require- 
ments of the Return, which might cause the explanations given in this 
book to be inapplicable. To meet the needs of the case, a pamphlet 
which can be revised as required is being published by the Co-operative 
Union, and the current number of that pamphlet should be read in 
conjunction with Chapter XX. of this book. 

I have been indebted to many colleagues, officials of societies, and 
other friends for assistance and advice in preparing this book, and I 
take advantage of this opportunity of expressing my thanks to them. 


FRED AALS 
Holyoake House, Manchester, 
October 27th, 1926. 
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Co-operative Book-keeping. 


PART IL. 


GHAR TERS! 
INTRODUCTORY. 


THE ACCOUNTING NEEDS OF LARGE SOCIETIES. 


of the transactions of a small society, the trading activities 

of which were confined to one department and one shop. It 
is now necessary to consider the accounting needs of societies 
which have several distributive departments and branches, and 
also several productive and service departments. ‘The consideration 
of these needs will engage our attention in the chapters that follow. 

The principles upon which the accounting records of a large 
society are based are the same as those upon which the records 
of a small society are based; but the application of these principles 
is varied to meet the needs which are created’ by the different 
circumstances which obtain in the larger society. In the main, 
the differences to which the student’s attention will be directed 
are :— 

(1) The division of, the books of primary entry and the 
Ledgers into sectional and subsidiary books. This 
division is necessary because of (a) the large number 
of entries to be recorded, and (d) the necessity for keeping 
a sepatate record of the business of each branch and 
department. 


| N Part I. of this book consideration was given to the recording 
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(2) The analysis of expenditure as well as of income on a 
departmental and branch basis. 


(3) The distribution of general charges among the various 
departments and branches. 


Attention will have to be directed, also, to the larger number 
and greater variety of entries to be made in the balance sheet 
accounts of a large society, to the general nature of the accounts of 
productive and service departments, and the special nature of the 
accounts of certain of the departments, such as farms, and to the 
Annual and Triennial Returns which Co-operative Societies have 
to forward to the Registrar of Friendly Societies. Reference will 
also be made to other matters, less directly connected with the 
building up of the balance sheet accounts, that have to be dealt 
with by the co-operative secretary and his staff. 


The Varying Needs of Societies due to their Size and the 
Nature of their Activities. 


In reading and studying the contents of this book, the student 
should remember that co-operative societies vary in size from the 
one with a mere handful of members to the one with well over a 
hundred thousand members; and the system of Book-keeping will 
not be the same in detail in the one case as in the other. Ina small 
society, where the entries are few, several classes of entry can be 
recorded in one book without confusion arising; and one clerk will 
be able to make and post the entries in it. In a large society, 
on the other hand, the entries are so numerous and varied that one 
clerk could not possibly make and post them all, and, as it is 
impossible for several clerks to be using the same book at the same 
time, a method must be devised to overcome the difficulties thus 
created. The method adopted involves the sectionalising of the 
books of primary entry—the Cash Book and Invoice Analysis Book— 
and the Ledgers. This enables the secretary to distribute the work 
among his staff, and the work of the office can be kept up to date. 
The basis of sectionalisation of the work is the class of entry, e.g., 
share capital receipts are kept separate from the receipts for goods 
sold, whilst the extent of the sectionalisation depends upon the size 
of the society, the number of its departments and branches, and 
the volume and variety of its trade, ete. 
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Every Society’s Needs Require Special Consideration. 


If all societies were of approximately the same size, and had 
the same number of departments and branches, with the same 
volume and variety of trade, it would be possible to indicate the 
degree of sectionalisation and the range of books which all might 
adopt; but where there is a variety of conditions, such as prevails 
in the British Co-operative movement, this is not possible. We 
are, therefore, compelled in this book to visualise the needs of a 
typical society of medium size, and to indicate the books and methods 
suitable for meeting these needs, leaving every society to make the 
necessary modifications to suitdts special circumstances. If the 
general principles underlying the accounts explained in succeeding 
chapters are adhered to by all societies, irrespective of their size 
and degree of sectionalisation, there will be such uniformity of 
treatment of the transactions in their books as will produce final 
tecords that will be comparable society with society; and the 
comparisons will be advantageous to them. Balance sheets built 
up on the lines suggested will not only be clear and intelligible in 
themselves, and commendable for this reason, but will also be 
' uniform in type and meaning, as well as in harmony with the 
Standard Balance Sheet approved by the Co-operative Congress, 
and with the forms of Annual Return issued by the Registrar of 
Friendly Societies and the Co-operative Union. 


The Books of Primary Entry and their Sectionalisation. 

The principal books of primary entry in a Co-operative Society 
are the Cash Book and Invoice Analysis Book, which were 
explained in Part I. ‘These books and the sectional books in 
which cash receipts and payments and expenditure are to be 
recorded will be briefly considered in this chapter and more fully 
explained in later chapters. It may, however, be again pointed 
out, at this stage, to both students and general readers, that we 
are concerned with general principles. The degree of sectionalisa- 
tion adopted in this book may not meet the needs of every society, 
but if the reader understands the explanations given, and has a 
good grasp of the general principles applied in the records that 
are being considered, he can extend, or restrict, the sectionalisation 
to meet the special circumstances and needs of his own society. 
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The Cash Book and its Divisions. 


The General Cash Book which in a small society can be employed 
for recording all receipts and payments does not meet the needs 
of a larger society. ‘This is due to two principal causes. First, 
the variety of classification required by a large society cannot be 
easily attained in one book; and second, the entries would be so 
numerous that one clerk could not make and post them all, whilst 
it would be impossible for two or more clerks to use the book at 
the same time. By sectionalising the work in subsidiary books a> 
more detailed classification of receipts and payments can be secured ; 
several clerks can be engaged at the same time upon the recording 
and posting of cash receipts and payments; and the work can be 
kept up to date. Sectional balancing of the books is made feasible, 
and it is more easily possible to distribute and fix responsibility 
for cash received or paid. 


Sectionalisation in the following subsidiary books is adopted 
for the purpose of the explanations in this text-book, and it will 
meet the needs of most societies other than very small ones :— 


(1) Share contributions and withdrawals (one book for both, 
or separate books, or sheets, for contributions and for 
withdrawals). 

(2) Loan deposits and withdrawals. 

(3) Savings-Bank deposits and withdrawals. 

(4) Investments and Investments Revenue and Final Revenue 
Account receipts and payments. 

5) Trading Account receipts (other than 6). 

) Club and hire-purchase receipts and payments. 

7) Trade creditors’ payments. 

) Sundry receipts and payments. 


The total of the daily receipts and payments recorded in each 
of these subsidiary books is entered in a Summary Cash Book, 
the daily total of which gives the society’s total daily receipts and 


payments for all purposes. This Summary Cash Book is explained 
in Chapter III. 


It may be necessary in some societies, because of the number 
of transactions, to have separate books (or daily sheets) for receipts 
and for payments in the case of share capital and other accounts, 
and to have separate books for recording payments on account of 
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(a) goods, (b) trade expenses, and (c) capital expenditure, instead of 
one book for all payments to trade creditors as suggested above 
and explained in a later chapter. It will be seen, however, that 
such books merely imply a further sub-division of the Cash Book, 
and the same general principles will apply in this further sub- 
division as are applied in the division of the Cash Book into sub- 
sidiary books that will be explained in the early part of this book. 


Invoice Analysis Book and its Sectionalisation. 

In Part I. of this text-book, the Invoice Analysis Book was 
employed for recording goods purchased, trade expenses of various 
classes, investment revenue expenditure, and capital expenditure. 
The provision thus made in one book met the needs of a small 
society, but sectionalisation is necessary in a large society. One 
book will be required for recording goods purchased, one for trade 
expenses, one for the expenses to be ultimately recorded in the 
Investments Revenue Account and Final Revenue Account, and 
one for capital expenditure. Sectionalisation on these lines permits 
the distribution of the work among the members of the staff. It 
also renders unnecessary that increase in the size of the Invoice 
Analysis Book which would be inevitable if attempts were made 
to enter and classify all the expenditure of a large society in it. 
On the other hand, the use of sectional books permits an extension 
of classification of expenditure. The separate recording of charges 
according to department and branch will also require to be 
considered. 

Whilst the receipts and payments recorded in the subsidiary 
cash books are summarised in a Summary Cash Book, it is not 
necessary to summarise in the same way the expenditure which is 
recorded in the sectional books recording expenditure. The books 
with which we shall be concerned in relation to expenditure are 
therefore the sectional books only; and those that will be adopted 
for the purposes of this book are :— 

Goods Purchased Analysis Book. 

Trade Expenses Analysis Book.* 

Investments Revenue and Final Revenue Expenditure 
Analysis Book. 

Capital Expenditure Analysis Book. 


Expenses (Analysis) Book, unless the expenses of these departments and branches are entered in a 
special section of the Trade Expenses Analysis Book. 
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A society owning a large amount of house property may desire 
to record the expenses of this property in a separate analysis book, 
and not.record them with other investment revenue expenses. Such 
a separation is, however, only a further sectionalisation of the 
records of expenditure which does not differ in principle from that 
which will be explained. Most societies will find that the four 
books mentioned will be sufficient to satisfy their requirements. 


Ledgers. 

Sectional Ledgers will also be required in a large society; and 
these will be determined as to number and contents in harmony 
with the number and contents of the subsidiary books to which 
they are related. The principle of sectionalising Ledger Accounts 
was introduced in the accounts of the Newway Co-operative Society 
(Part I. of the text-book), when a Share Ledger, a Personal Ledger, 
and an Impersonal Ledger were employed. Sectionalisation is 
necessarily carried further in a larger society, especially when the 
trading results of different branches and departments have to be 
separately recorded and shown. 


General. 

With this general introduction we may proceed to a more 
detailed examination and explanation of the various sectional 
records, and trace their connection with the final accounts in the 
balance sheet. If the student has thoroughly understood the 
principles and accounts explained in Part I., he will have little 
difficulty in following the explanations of these sectional records. 
We shall examine first the Cash Book, then the Invoice Analysis 
Book, and next make a reference to a Sales Book, in case this 
book is required by some society or societies. Having examined 
these books of primary entry, we shall proceed to an explanation 
of the various Ledgers and Ledger Accounts required in a large 
society, and to an explanation of the relation of these books and 
accounts to the books of primary entry. The Ledgers and Ledger 
Accounts having been dealt with, we shall be in a position to trace 
their connection with the balance sheet accounts that are based 
upon them. 
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SUMMARY. 


A large society, because of the greater volume and variety of its trans- 
actions, requires a larger number of books of primary and secondary entry 
than a small society. The principles of accounting are the same, but the 
manner of their application varies in the two types of society. 


Separate branch and departmental accounts have to be prepared, and 
the books of primary and secondary entry have to be arranged accordingly. 
The books of primary entry and the Ledgers have to be sectionalised in order 
that the work of the office can be carried on. By sectionalising these books 
the work of entering and posting them can be distributed among the staff, 
responsibility for the accuracy of the entries of various sections can be assigned 
to those to whom the charge of the sectional books is delegated, and sectional 
balancing can be more easily operated. 

The degree of sectionalisation varies according to the size of the society 
and the variety of its activities, but the basis of the sectionalisation is the 
class of entry to be recorded in the various books. 

For the purposes of this book the following subsidiary cash books will be 
recognised as parts of the Cash Book, and their entries will be summarised 
in a Summary Cash Book:— 

Share Contributions and Withdrawals Book. 

Loan Deposits and Withdrawals Book. 

Savings-Bank Deposits and Withdrawals Book. 

Investments and Investments Revenue and Final Revenue Account 
Receipts and Payments Book. 

Trading Account Receipts Book. 

Club and Hire-purchase Receipts and Payments Book. 

Trade Creditors’ Payments Book. 

Sundry Receipts and Payments Book. 


The following books take the place of the Invoice Analysis Book, explained 
ioe Part, Dy 
Goods Purchased Analysis Book. 
Trade Expenses Analysis Book. 
Investments Revenue and Final Revenue Expenditure Analysis 
Book. 
Capital Expenditure Analysis Book. 


Various books to record income and Sectional Ledgers, to be explained in 
a later chapter, are also necessary in a large society. 


QUESTIONS AND EXERCISES. 


1. What are the different conditions and requirements of a large society 
which make it necessary to employ more books of record in a large society 
than in a small one ? 


2. What advantages are derived from the sectionalising of the books of 
primary entry and the Ledgers in a large society ? 


-3. What are the principal books of primary entry in a retail distributive 
Co-operative Society as explained in Part I., and what development of these 
books is to be considered in this second part of the text-book ? 


4, What subsidiary cash books are to be explained in this book ? How 
are their entries to be brought together for the purpose of showing the whole 
of the receipts and payments of a society ? 
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5. On what basis is the division of the Cash Book into subsidiary books 
decided ? Illustrate your answer by comparing the Trade Receipts Book 
with the Share Contributions Book. 

6. What entries would you expect to find in the Investments and Invest- 
ment Revenue and Final Revenue Receipts and Payments Book? Give 
examples. 

7. What books are suggested to take the place of the Invoice Analysis 


Book, explained in Part I., and what type of entry would you expect to find 
in them ? Give two examples of possible entries in each of them. 


8. What do you understand by the term “ sectionalising the Ledgers ”’ ? 
Give examples of Ledger sectionalising as adopted in Part I. of this book. 


—= 
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CHAPTER II. 


THE SUBSIDIARY CASH BOOKS. 


which would be explained in this second part of the text-book 


|: Chapter I. it was stated that the subsidiary cash books 
on Standard Co-operative Book-keeping dealt with:— 


(1) Receipts and payments on Share Account. 

(2) Receipts and payments on Loan Account. 

(3) Receipts and payments on Savings-Bank Account. 

(4) Receipts and payments relating to (a) investments, 
(0) investment revenue, (c) final revenue. 

Receipts for goods sold and services rendered. 

Receipts and payments on account of Club and Hire- 
purchase Accounts. 

(7) Payments to trade creditors. 

(8) Sundry receipts and payments. 


Cre 
—S NS 


Risking what may be wearisome reiteration for some students, 
it must again be pointed out that the number and nature of the 
subsidiary cash books will depend upon the size of the society 
and the volume and variety of its activities. In a small society 
it may not be necessary to have the number of books given above; 
and in a very large society it may be necessary, ot at any rate 
desirable, to carry specialisation further, e.g., by having separate 
books for share contributions (i.e., receipts), and for share with- 
drawals (i.e., payments), and bring a larger number of subsidiary 
cash books into use. 


Bearing this in mind, we shall now proceed to consider the rulings 
of the books enumerated above, the nature of the entries to be made 
in each book, and the entering and posting of these entries. 
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(1) SHARE CONTRIBUTIONS AND WITHDRAWALS. 


Share Contributions. 

When a member deposits cash on account of his or her share 
account, the amount is entered in the member’s share book* and 
the amount can be entered (a) direct into the Contributions and 
Withdrawals Book; (b) on a numbered sheet that can be treated 
in loose-leaf-ledger fashion and filed daily, these filed sheets taking 
the place of a Contributions Book; or (c) entered on a sheet from 
which the individual items, or the total, are transferred to the 
Contributions and Withdrawals Book.+ The totals of the amounts 
thus recorded should agree, of course, with the amount of cash 
handed over to the cashier by the clerk who receives the contribu- 
tions and pays the withdrawals. 


Where share contributions are received in the shops, each shop 
is provided with a book with pages in duplicate, the top page being 
a tear-out page. ‘he entries are made on both pages and the tear- 
out page is forwarded, with the cash represented by it, to the 
office, the book containing the copy being retained by the shopman. 
The contributions and the detailed record should be forwarded to 
the office daily, and at the office the items may be-entered in 
detail in the Contributions Book, in the same way as individual 
contributions received at the office counter, or they may be entered 
in total; but in the latter case the sheet received from the office 
must be filed and used, as the Contributions Book is used, to serve 
as the starting point for the posting of the individual items to the 
members’ share accounts. 


Whether a book is used, or sheets are employed, for recording 
contributions the rulings are the same. Columns are provided for 


* This entry serves the purpose of a written receipt. 

+ In some large societies, the system adopted for dealing with share contributions and withdrawals 
is as follows: Books containing slips in duplicate or triplicate and machine numbered are prepared. 
When a member deposits share capital, the counter clerk detailed for the work completes a slip in 
duplicate or triplicate and the member is given one copy which he, or she, carries forward to the cashier, 
who initials and retains the slip, enters the amount in the member’s share book, and takes the cash. 
At the end of the day his cash should agree with the slips he holds and with the copies retained by the 
clerk who makes out the slips. One copy of the slips can now be arranged in the numerical order of 
the members’ share numbers, and the amount credited to the members’ share accounts. The arrange- 
ment in numerical order saves much time in posting. In the case of withdrawals, the first clerk com- 
pares the member’s demand with the Share Book and Share Ledger to see that the member is 
sufficiently in credit, makes out a slip in duplicate or triplicate, and gives one copy to the member, who 
signs it and takes it to thecashier. The cashier enters the amount in the member’s share book and pays 
the amount of the withdrawal to the member. At the end of the day, the total amount which the 
cashier has paid out of his cash should agree with the signed slips he holds, and it can be checked with 
the total of the slips retained by the issuing clerk. One copy of the slips can be sorted in the order 
of the members’ share numbers and posted to the accounts of the members in the Share Ledger. This 
method obviates the necessity of using sheets and books for recording contributions and withdrawals 
in detail. The cashier's daily totals of contributions and withdrawals give the amounts for entry in 
the Summary Cash Book, and these may be entered direct or via a subsidiary cash book. 
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entrance fees and for payments for rule books, etc., as well as a 
column for the amount which has to be credited to each member’s 
share capital account.* The posting of the items is explained in a 
later chapter. It will, however, be helpful to the student if typical 
rulings of a contributions sheet or a page in the Contributions and 
Withdrawals Book is shown, and the following will serve as an 
example :— 
SHARE CONTRIBUTIONS AND WITHDRAWALS BOOK. 


Dry. Contributions—Receipts. 
| ie = 
MeEMBER’S Share | Led. | Entrance}, Rule | Share | 
Date. NAME. | No. | Fol. Fees. Books, Contributions. Tora. 


| 
if 
| | etc. | 
| 


Seeds: Heese tinal £ So ak ti 5. Nae 
| 


PRAT UO tall aote ace dasses-stacescarKne | | ; | 


| | | | 


The Contributions Book (or sheets) is totalled daily, and the 
daily total is posted to the Summary Cash Book. ‘The individual 
items are posted from the Contributions Book (or sheet) to the 
credit of the members’ share accounts. 


Share Withdrawals. 

As in the case of contributions, so in the case of withdrawals, 
the amounts paidf, after having been entered in the member’s 
share book, may be entered (a) direct into the Contributions and 
Withdrawals Book; (b) on numbered sheets which are employed 
in loose-leaf-ledger fashion and are filed daily; or (c) entered on a 
sheet from which the individual items, or the total, are transferred 
to the Contributions and Withdrawals Book. ‘The Contributions 
and Withdrawals Book (or the sheets, as the case may be) is the 
starting point for the entries in the share accounts of the members. 
Where the withdrawals are paid at branch offices or shops, the use 
of sheets is obviously the more convenient method of dealing with 
withdrawals.{ 


% The total of the amount received for entrance fees and rule books is eventually credited to the 
Property Account as depreciation, but is first credited to a Ledger Account for entrance fees and 
rule books. 

+ The member is required to sign a withdrawal form for the amount withdrawn, or sign the 
withdrawal sheet or book. : 

+ A duplicate book, similar to the Contributions Book, is employed in this case. The top sheet 
is forwarded to the office, and the book copy is retained at the shop. 
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Where sheets are employed at more than one centre, the sheets 
can be summarised in the Contributions and Withdrawals Book, 
the individual items being posted to the debit of the members’ 
share accounts from the sheets, which are carefully filed. The 
summarised total of the withdrawals thus recorded, or the total 
of the individual entries when these are made in a book or on a 
single sheet at the office, is entered in the Summary Cash Book. 


The sheets and the withdrawals page in the Contributions and 
Withdrawals Book may be ruled in the following manner :— 


SHARE CONTRIBUTIONS AND WITHDRAWALS BOOK. 


etc. 


Withdrawals—Payments. Cr. 
| | | 
Fines } \| 
MEMBER’S Share | Led. a Amount | Member’s 
Date. Name. No. | Fol. || Forfeits, || withdrawn. | Tora. | Signature. 


Ve [el £ be bee ea 
| | | 


Daily otaliecsceensyscacscses | 


It will be noticed that a column is provided for the fines, forfeits, 
etc., which are exacted by some societies for certain reasons, e.g., 
a fine is often imposed for non-payment of share instalments 
according to rule, and a forfeit or fine is often imposed when a 
member withdraws from membership.* A column is also provided 
for the signature of the member who is withdrawing. In some 
societies, however, a separate receipt is taken for each withdrawal 
on a special form provided for the purpose. ‘This method ensures 
greater privacy in regard to members’ withdrawals, but causes 
extra work, 


(2) LOANS. 


In Standard Co-operative Book-keeping, Part I., it was pointed 
out that loans may be received from either members or non- 
members, and the deposit of loan capital does not make a person 
a member as a contribution of share capital does. Loan Capital 
Accounts are, therefore, kept quite distinct from Share Capital 


* Such fines are not a payment. They are, indeed, just that part of a member’s share capital which 
is not paid to him. The individual amounts are debited, with the amount withdrawn, to the member’s 
share capital account, and the daily total is posted to the Cr. side of a Ledger Account for fines and 
forfeits, the total of which, at the end of the quarter or half year, is credited to the Property Account 
as depreciation. 
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Accounts; and a separate Ledger—the Loans Ledger—must be 
assigned for the accounts of loanholders. A loan book or loan 
pass book is issued to each loanholder (just as a share book or 
share pass book is issued to each shareholder, i.e., member), and 
the entries in a loanholder’s pass book should agree with the entries 
in the page assigned to him in the Loans Ledger. 


Loan Deposits. 

Deposits on Loan Account may be entered direct into a Loan 
Deposits and Withdrawals Book or on sheets, to be treated in the 
same manner as share contributions explained earlier in this 
chapter. Being usually fewer in number than share contributions, 
it is more than likely that the book method will be more suitable 
for loan deposits. The amount deposited by a member is entered 
in his loan pass book at the time of payment, and this serves as a 
receipt for the member. At the same time, the amount is entered 
in the Loan Deposits and Withdrawals Book, or in the Loan 
Deposits Book if deposits and withdrawals are recorded in separate 
books.* The daily total of the loan deposits is entered in the 
Summary Cash Book, and the individual amounts are posted to the 
credit of the loanholder in the Loans Ledger. ‘The following is a 
suitable ruling for the receipts page of the Loan Deposits and 
Withdrawals Book, or for the sheets if these are employed to record 
Loan Account receipts. 


LOAN DEPOSITS AND WITHDRAWALS BOOK. 


Dr. Deposits—Receipts. Peo od ‘ 
| 
Mem- | 
, Loan : 
Date, | DBgostton’s | atcoume| Ber’s | Ledger | Amount. || Remarks. 
AME, No. j : 
No.f 
is S. nd 


| 
| 
| 
PGI LO tala accu sas srs osacereeesnsese ens 


2 Large societies may use the slip method for loans as for shares in the manner explained in the 
footnote on page 10 
+ For use where the depositor is also a member. 
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Loan Withdrawals. 

Withdrawals, like deposits, on Loan Capital Account may be 
entered either in a Loan Deposits and Withdrawals Book or on 
sheets. The individual items are posted from the book or sheets 
to the Ledger Accounts of the various loanholders, and the daily 
total is entered in the Summary Cash Book. The withdrawal is 
entered in the loanholder’s pass book at the time the withdrawal 
is effected, and he may sign for it in the Withdrawals Book, or, 
to secure greater privacy, may sign a separate receipt, which is 
filed. A page, or sheet, ruled in the following manner is suitable 
for recording loan withdrawals. 


LOAN DEPOSITS AND WITHDRAWALS BOOK. 


Withdrawals— Payments. Cr. 
| 
D Loan | Dore | Led For Sig 
EPOSITOR’S er’sS edger or Signature 
Date. NAme. lage Share | Folio. amount. or Remarks. 
e- No.* 
£ Se 
| 
| 
| 
Daily TOtady canacenaetask tunes ssstvussvst 


* This column is provided to meet the case where a depositor is also a shareholder. 


(3) SAVINGS-BANK DEPOSITS AND WITHDRAWALS. 


Deposits and Withdrawals. 

The same general method of recording deposits (i.e., receipts) 
and withdrawals can be adopted for savings-bank accounts as 
was suggested for deposits and withdrawals of loans; and the 
explanation there given need not be repeated. The method implies 
the use of a book or sheets (ruled like the Loan Deposits and With- 
drawals Book) for recording receipts and withdrawals, the individual 
items being posted to the separate accounts of the depositors in a 
special Ledger and the daily totals to the Summary Cash Book. 
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The Simplex System of Savings-Bank Accounts. 

A variation from this method of dealing with savings-bank 
deposits and withdrawals is adopted by many societies, who employ 
the Simplex system of savings-bank accounts, published by the 
Co-operative Printing Society. This system combines in one book 
the entry of the contributions and withdrawals, and the Ledger 
Accounts of all the depositors. The book is tabular in form, with 
vertical rulings which provide columns for (1) the number of the 
account ; (2) the name of the depositor; (3) the balance of the account 
at the beginning of the quarter; (4) thirteen (or fourteen) columns 
to cover the separate weeks of a quarter; (5) a column for total 
contributions and withdrawals; (6) a column for interest to be added 
to each depositor’s account; and (7) a column for the total claim 
at the end of the quarter. Horizontal lines divide the page in such 
fashion that a line is provided for each member of the bank, and the 
space thus provided for each member is further divided by a second 
horizontal line so that contributions can be entered above this line 
(in black ink) and withdrawals can be entered below it (in red ink). 
Vertical addition of each weekly column gives the total contributions 
and withdrawals for the week, and horizontal additions give the 
total of each member’s deposits and withdrawals for the quarter. 

This method is so widely used that a further explanation of it 
and the rulings of the books required is desirable; but it would divert 
attention from the main purpose of this chapter if it were attempted 
here. The student and general reader are therefore referred to 
Appendix I. It will be seen on reflection that this method involves 
a departure from the general principle laid down in Part I. of this 
book, viz., that all entries should first be made in a book of primary 
entry and posted from it to the appropriate Ledger Accounts. 
There are, however, advantages in combining the primary and 
Ledger entries as the Simplex system combines them, the principal 
advantage being the saving of time and stationery. 

The Simplex system works best in those societies which assign 
a definite day each week for the receipt and withdrawal of 
savings-bank deposits, for the columnar ruling for a week’s receipts 
and payments assumes that there will be only one entry each week. 
When a society assigns a special day for savings-bank business, 
the totals (deposits and withdrawals) of the weekly column give the 
total receipts and payments on that day and furnish the entries 
for the Summary Cash Book 
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(4) INVESTMENTS, INVESTMENT REVENUE, AND > 
FINAL REVENUE RECEIPTS AND PAYMENTS. 


The subsidiary cash book* assigned for recording receipts and 
payments under these headings will record the following receipts 
and payments as they arise :— 


RECEIPTS -— 
(A) Capital Account Items. 

Mortgage Advances repaid to the Society (other than 
house property advances). 

Shares repaid to the society. 

Loans repaid to the society. 

Mortgages or bonds on the society’s property. 

Repayments of house property advances— 
(a) C.W.S. house purchase scheme. 
(0) Other advances repaid. 


(B) Revenue Account Items. 
Rents of house property. 
Rents of other property not used in trade. 
Interest and dividends on investments. 
Bank interest and dividends. 
Bank agency commission. 
Insurance agency premiums. 
Insurance agency commission and dividends. 
Collective life assurance rebate. 
National health insurance grant for working expenses. 
Any other items of an investment nature entered in 


the Investments Revenue Account, or other items 
entered in the Final Revenue Account. 


PAYMENTS :— 
(A) Capital Account Items. 

Investments— 
Shares. 
Loans. 
Advances on house property. 
Mortgage Advances other than on house property. 
Other investments. 

Mortgages and bonds on society’s property repaid. 

C.W.S. house purchase scheme repayments. 


_* The name, ‘‘ Investments and General Revenue Receipts and Payments Book,” can be given to 
this book for the sake of brevity. 
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(B) Revenue Account Items. 
Interest on Mortgage and other loans. 
Bank interest and commission. 
House property expenses. 
Rents not charged to trade. 
Insurance agency premiums. 
Collective life assurance premium. 
National health insurance working expenses. 
Education account payments— 
(Final Revenue Account). 
(Disposable Balance Account).* 
Subscriptions chargeable to Revenue Account. 
Subscriptions chargeable to Disposable Balance Account.* 
Bonus to employees.* 
Other items of an investment nature or any other items . 
entered in the Investments Revenue Account or 
Final Revenue Account of the balance sheet. 
Separate columns will be assigned for each of these classes of 
receipt and payment; and the columns will be totalled daily. 
Only the total of the column totals on the receipts side and on the 
payments side will require to be entered in the Summary Cash Book. 
The details for posting and other purposes (e.g., for the Cash Account 
in the balance sheet) can be obtained from the subsidiary cash 
book, and the total of the column assigned to the recording of the 
total of all these receipts and payments in the Summary Cash Book 
can be compared with the final totals of the subsidiary cash book 
at the end of the quarter or half year.t Some adjustments may be 
necessary before the comparison is made, and one will be for bank 
interest and commission, the amount of which will be entered in 
the Bank Account without being actually paid over; but this item, 
too, may be entered in the subsidiary cash book, and it must be 
entered in the Summary Cash Book either direct or through the 
medium of this subsidiary cash book.t 


* Tn order to confine the entries in this book within the limits indicated by the name of the book, 
these payments may be entered in the Sundry Receipts and Payments Book; but it is immaterial’ 
which book is employed: no principle is involved. 

+ Whilst the receipts (and payments) as a whole will be entered in the Summary Cash Book 
without regard to the total of each class of receipt that has gone to the making up of the amount thus 
entered in the Summary Cash Book, the amount received (and paid) under each heading will be 
required for the Cash Account in the balance sheet. To meet this need, a summary (quarterly or half- 
yearly as may be required) in tabular form should be made of the daily totals of the various columns. 
A page or pages at the end of the book can be set aside for the preparation of these quarterly or 
half-yearlysummaries. The column headings will be those in use during the quarter, and the quarterly 
totals of the various columns will give the required figures for the Cash Account of the balance sheet, 
whilst the grand totals should agree with the total of the corresponding columns in the Summary Cash 
Book. (See also the reterence to this subject on pages 33 and 34.) 


+The Bank Pass Book gives the check here upon the accuracy of the amownt- 
B 
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The list of items for both the receipts and payments sides is a 
long one; and a very wide book would be required to provide a 
separate column for each of them. In practice, the problem is not 
as formidable as it appears here. Few societies will require to 
provide for all the classes of receipt and payment we have enu- 
merated; and the few societies that do require to provide for them 
will be so big that they will necessarily carry their sectionalisation 
further than we are doing, thus meeting the difficulty in this way. 
Smaller societies will provide for, say, ten or twelve different classes of 
receipt and payment with a column for each.* The names of the 
‘classes of receipt and payment that occur regularly can be printed 
at the head of some of the columns, two or three columns being 
left without headings so that appropriate headings can be inserted 
as the need arises. From this subsidiary book, the individual entries 
are posted to the appropriate Ledger Accounts. 


The rulings given on page 19 will meet the needs of the book 
we are now considering. 


It will be noticed that cash and bank columns are provided 
on each side of the book. They are provided for the purpose of 
recording separately the receipts and payments in cash and the 
receipts and payments via the bank. The same method of recording 
separately the cash and bank receipts and payments can be adopted 
in other subsidiary cash books where required. 


Receipts and Income, and also Payments and Expenditure, for 
Quarter may differ. 

In Part I. of this book, stress was laid upon the difference between 
income and receipts. Some income, such as share interest and loan 
interest, may be added to Share or Loan Account without figuring as 
a receipt. The share interest receipts in the Cash Account of the 
balance sheet will therefore not necessarily agree with the share 
interest income in the Investments Revenue Account. Such a dif- 
ference will also arise in respect of other receipts and payments. 
Exact correspondence between income and receipts and between 
expenditure and payments must therefore not be expected. 


* Where a society finds that receipts or payments are divided over classes of entry that are 
treated in different books a column for transfer entries can be provided in each book. If, for example 
a society pays rent for a block of buildings, part of which is used in trade (and therefore involves a trade 
expenses payment), and part of which is not used in trade (and therefore involves an Investments 
Revenue Account payment), the item can be treated in this way. The entries in the transfer column 


will then be entered in their appropriate subsidiary cash book as a transfer. (See also page 33 for 
a reference to this matter. 


tS 


THE SUBSIDIARY CASH BOOKS. 


Oe eeEee ECO eeCeeeeererrerry Te10L Atreq 
Passes eo Ble Sana RW A SAGO WN Seely Oe SN sir SDS: ‘ 
*sueOT *soreys *suvOT 19710 
*pormb " 
*yueg “yse9 P ye od aaeays on “IVLOL, on ‘aNVN | “aed 
*SINUWLSAANT UO }S919} UT | 
AD ‘squawiAe q 
| 
| eee eee eee eee eee ee eee eee TeyoL spveq 
[eae eames 8 a — oe eet = | | : 
\| 
| 
P's F pi °s t s if Pata if IS a ‘Pp! ‘Ss SSN DEIASS 
*(ssourApy 
Ajradoig 
*parmbeayy “UMPIPYYEM, *UMPIPYIAA, ee es orfoy 
a . tT t Iaq}0) Ayar0 . “Or oe 2 
yueg yseg sy seo sareys a i 0S IVLOJ, “poy aWVN aed 
sooueAPY | 
asesy10 
“sydiao0q “AT 


MOOW SLNAWAVd CONV SLdIdOded “9 “AONAADY LNAWLSAANI UNV SLNANLSAANI 


20 THE SUBSIDIARY CASH BOOKS. 


(5) RECEIPTS FOR GOODS SOLD AND SERVICES 
RENDERED. 


This subsidiary cash book will be required for the recording of 
the cash received for goods sold and services rendered by the various 
branches and departments. Two methods of keeping this record 
are possible. In the first method, a column is assigned for each 
branch or department and a column for the total receipts. One 
line is then assigned for each day’s takings. This method involves 
cross totalling to ascertain the total daily receipts, and cross) 
totalling is more tedious than vertical totalling and more likely to 
give rise to errors. 


A second method, which is preferable where there are many 
departments and branches, requires the provision of a book with 
six columns, one to be assigned to each of the six trading days 
of the week, and a seventh column for the weekly total. The 
departments and branches are listed down the side of the page on 
successive lines (the names can be inserted by the printer when 
he is preparing the book), and each day’s receipts are entered 
opposite the branch or department to which they relate and in 
the column of the day to which they relate. Where the depart- 
ments and branches are numerous, a page can be assigned for 
each week. Where they are less numerous, the receipts for two 
weeks or more may be entered on one page, but each week’s receipts 
will require to be totalled. Further explanation of the entering 
of the book can be more easily followed after an examination of 
the rulings adopted where this method of recording the receipts 
prevails. Such rulings are shown on page 21. 


It will often happen that a shop receives payments for other 
purposes than the sale of goods. It is possible to record any amounts 
so received in their appropriate subsidiary cash book direct from 
the shopman’s cash statement; but it may not always be con- 
venient to do so, especially if the shopman has paid all his receipts 
into the bank. In such cases, therefore, a transfer column can be 
employed in the manner explained on page 33. 


21 
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The total daily sales of each department can be ascertained 
by inserting a stop line under the branches and sales of that depart- 
ment and inserting there an intermediate total. The total of each 
column gives the total receipts for each day of the week; and 
if the column totals are cross totalled, the total receipts for the 
week are ascertained. The receipts of each branch and department 
should also be cross totalled to obtain the departmental and branch 
receipts for the week, the latter being posted to the trading accounts 
of the respective branches.* If the total weekly sales of the various 
branches are totalled, the resultant amount should be the same 
as that arrived at by cross totalling the columns which show the 
total daily receipts. 


The daily totals, i.e., the totals of the daily columns, are posted 
to the Summary Cash Book, where separate columns may be 
provided for receipts for (a) goods sold and services rendered, and 
(6) receipts for the sale of sundries, such as hides, the separate 
receipts under each of these headings being required for the pur- 
poses of the Cash Account in the balance sheet. Alternatively, 
one column only may be provided for the whole of the receipts, 
the separate amounts for Cash Account purposes being derived 
from the subsidiary cash book at the end of the quarter or half 
year, a summary being kept at the end of the book for the weekly 
receipts and distinguishing between receipts from the various 
sources. Columns will be required in the Summary Cash Book, 
however, for any trade commissions and dividends on purchases 
paid direct, unless these are entered and summarised in the 
subsidiary cash book (which may not prove convenient), or in the 
Sundry Receipts and Payments Book as suggested in Chapter III. 
(page 43). 


In some societies the branches pay their receipts into a bank 
and the office does not receive the cash. If all receipts are treated 
in this fashion, or if they are all paid in cash to the office, the rulings 
suggested on page 21 will meet the requirements; but if some 
branches pay cash to the office and others pay their receipts into a 
bank, the columns provided will require to be supplemented by 
a cash column and a bank column. ‘The cash column will show 
the amount paid over in cash, and the bank column will show the 


__* This gives the correct amount of sales if allsales arecashsales. Where credit is allowed, allowance 
will have to be made, for balance sheet purposes, for debts owing at the beginning of the trading period 
and at the end. See the Adjustment Account, Part I., page 89, and pages 97 to 99 in this part. 


a 
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amount paid into bank. As branches will act consistently in this 
matter, only the weekly totals need be entered in these columns; 
but the daily totals will need to be entered on two lines to show 
separately the cash items and the bank items, as this information 
will be required when entering the Summary Cash Book. 


(6) CLUB AND HIRE-PURCHASE RECEIPTS AND 
PAYMENTS. 

The growth of club and hire-purchase trading has now assumed 
such proportions in some societies that special treatment of receipts 
and payments under these heads has become necessary, and a 
subsidiary cash book is set aside for recording them. 


Clubs. 

Clubs vary in nature and purpose, and more than one type 
may be in operation in the same society. The subsidiary cash 
book has to be ruled in accordance with the varying needs; and 
the subject can be dealt with only in a general way in this chapter; 
but fuller consideration is given to club accounts in Appendix I1., 
which should be consulted by those desiring to examine the subject 
in greater detail. 

In deciding the form of subsidiary cash book which will be 
most useful, much must also depend upon the system of working 
the clubs. In some societies, much of the recording and account- 
keeping is undertaken in the shops, the office being concerned 
only with the cash paid in by the shop manager; but in other societies 
most of the work of receiving and making payments is undertaken 
inthe office. These differences must be borne in mind when arranging 
the book-keeping system of the office and shops. In this chapter 
we shall deal only with the office books, and we shall assume that 
the shops report to the office all receipts and payments on account 
of clubs other than those receipts and payments effected at the 
office. 

Clubs, as mentioned above, are of different types, but three 
classes may be mentioned here because of their different relation- 
ship to the balance-sheet accounts. These types are :— 

(1) Clubs in which the club member pays by instalments 
a sum. of money which is not converted into goods 
until the end of the club—that is, when all instalments 
have been paid. In this case the money paid is a 
payment in advance. The Trading Account is not 
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affected until the goods are handed over, when the 
Trading Account is credited with the sale, and each 
member’s club account is debited with the amount 
transferred to the credit of the department which has 
handed over the goods to him. 

(2) Clubs in which the club member is allowed to have goods 
immediately he has paid his ‘first instalment. This 
may be criticised from the standpoint of Co-operative 
principles, but in this book we are concerned with the 
records, not with passing judgment upon the system. 
The goods handed to the club members are treated as 
a sale, and the unpaid instalments as a debt owing 
to the society. 

(3) Clubs in which a weekly draw takes place, a proportionate 
number of members being thus selected and allowed 
to have goods to the full value of the share which is 
the unit forming the basis of the club. Thus, if the 
club is a twenty-weeks’ club with shares of £1 each, 
every member will have to pay ls. per week for each 
share he or she holds. If there are eighty members 
in the club, 80s. will be received each week, and four 
members will be drawn weekly and allowed to have 
goods to the value of 20s. each. In this case, cash 
receipts should equal the value of goods handed over, 
and the Sales Account can be credited with 80s., no 
amount being recorded as paid in advance or as a 
debt unless a member gets into arrears. At the end 
of each club, if the total receipts and the value of the 
goods handed over do not agree, the matter should be 
dealt with at once, overpayments being treated as 
payments in advance, and arrears as debts owing. 
Alternatively, each member’s account can be treated 
separately. In this case, those who are fortunate in 
the draw will appear as debtors until all their instal- 
ments are paid, and the instalments of those who are 
unfortunate in the draw will appear as payments in 
advance. 


Hire-purchase Accounts. 


Hire purchase is the transfer of possession of goods to a pur- 
chaser who does not become the owner of the goods until he has 
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‘fulfilled certain conditions laid down in the hire-purchase agree- 
ment, e.g., completed the payment of the instalments set forth 
in the agreement. If he does not fulfil these conditions, the seller 
can resume possession of the goods. Instalments should therefore 
be paid regularly, and an adequate system of book-keeping is 
required to enable the necessary supervision of the payments to 
be maintained. Various methods of treating the accounts are 
adopted. Some societies treat the transaction as a sale by the 
department immediately the goods are handed over, and the office 
is made responsible for the collection of the instalments; whilst 
other societies leave the collection of the instalments to the shops 
which have effected the sale. In either case, the sale should be 
credited to the department, and the outstanding instalments 
treated as members’ debts, but recorded as owing on hire-purchase 
account and kept separate from other debts of members. The 
subject of hire-purchase accounts is more fully treated in Appendix 
IiI.; and in this chapter we shall confine our attention to the 
office accounts, assuming that the shops report to the office all 
receipts and payments other than those effected at the office itself. 


Club and Hire-purchase Receipts and Payments. 


Where money is paid by a member on account of a club* or 
hire-purchase agreement, a receipt in some form or other (e.g., an 
entry in a club card or book) will be given to the member, and an 
entry will be made in the subsidiary cash book of the amount paid. 
Where payments are made at the shops, the managers will list 
the amounts paid, and will hand a copy of the list, with the cash, 


* Stamp clubs, which have grown in popularity among co-operators during recent years, are different 
from the clubs which are here being considered. The former are merely savings clubs, the members 
buying stamps of various values as they feel able and inclined, and affixing them to a card. These 
members can then treat the stamps as cash, offering them in payment for goods bought at any of the 
shops, or as a contribution on account of share capital. Other types of club are those explained on pages 
23 and 24, where the purchase of goods by instalment rather than savings is the object. Stamps may be 
employed in this kind of club and affixed to a card to show the amount paid as an instalment; but 
the sale of stamps, which has grown in popularity during recent years, has been connected with saving. 
Where the savings stamps are in use in a society the office issues a supply to each branch, and every 
day the shop manager forwards to the office the cash received for the sale of stamps. The stock of 
stamps on hand at each shop should, of course, agree with the quantity issued when allowance is 
made for the cash handed over. The accuracy of the account and the stock is checked periodically. 
So far as the office is concerned, a stock account of stamps printed and issued should be kept, and 
kept as strictly as a Cash Account, for the stamps have the purchasing power of cash. A separate 
record of the cash received for stamps should be kept at the shops and office, and when stamps are 
received as payment for goods or on account of Share Capital Account they should be cancelled at the 
office (after having been marked at the shop to prevent further use), and a transfer made from the 
Stamp Account to the Trading Account or Share Capital Account. So far as the branch is concerned 
they should be treated as cash. Briefly, they should be cashed at the stamp issuing department (very 
much as a postal order is cashed at the Post Office), and the amount treated as a cash receipt of the 
shop paying in the stamps for goods it has sold. Shop receipts and payments on account of stamp 
sales can be entered by the office either in the book kept for club and hire-purchase receipts and 
payments, or in the Sundry Receipts and Payments Book. 
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to the office, where the amounts will then be treated as if made ~ 
at the office itself. ‘The following is a suitable form of ruling for the 
receipts side of the subsidiary cash book:— 


CLUB AND HIRE-PURCHASE RECEIPTS AND PAYMENTS. * 


Dry. Receipts. 
M Cus. Hire PurRcHASE. 
i 9 Club or 
Date. | MrmBEr’s NAME. Share HP 
Ni No. Led. Amount Led. Amount 
ge Fol. oe Fol. f 
£ So hd £ Sa tr: 
| | 
TEAK P AEC ne eee rene | | | 


If there be more than one club, separate columns can be 
assigned to each. A column can also be added, if desired, for 
receipts from the sale of stamps. 

Payments have often to be made on account of clubs and 
hire-purchase accounts, as, for example, when they do not make, 
use of the club facilities for some reason after having taken out a 
share, or having paid some instalments on a hire-purchase are 
allowed to return goods because they cannot continue payment 
and some part of their instalments are returned, and these repay- 
ments can be recorded on the credit or payments side of the 
subsidiary cash book, which will be ruled similarly to the receipts 
side, viz.:— 

CLUB AND HIRE-PURCHASE RECEIPTS AND PAYMENTS. * 


Payments. Cr. 

| Meme are | Crus. Hire PuRCHASE. 

Date. MeEMBER’S NAME. ber’s | HP. \| 
Share 41 oni, |lisTcailiae eee Led. 
; | Fol, ee oun Fol. mount. 
| i te was £ | fla. 
| 
| bean bo | 
Daihy UOtaliensccncccsocceascctoventerse | ry | | 


The receipts and payments are totalled daily, and the total 
receipts and payments (both club and hire purchase) or the receipts 
and payments for the two accounts separately are transferred to 
the Summary Cash Book, the individual items being posted to the 
Dr. or Cr. side of the accounts of the clubholders or hire purchasers. 


* A column can be added, if desired, for receipts and payments on account of stamps. 
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Where the shop managers keep the individual members’ accounts, 
their books will harmonise with the plan outlined above, and the 
office will be concerned only with the total amount of cash paid 
over by the shop managers and with any cash received or paid at 
the office. 


(7) PAYMENTS TO TRADE CREDITORS. 


The segregation of the payments to trade creditors enables the 
posting of these items—no small task in a large society—to be 
proceeded with by the appointed clerk without interfering with the 
' work of posting other payments, and makes possible the delegation 
to one clerk of the responsibility for the entering and accuracy 
of the Creditors’ Ledger or Ledgers. It is necessary for the purposes. 
of the Cash Account in the balance sheet to record, separately, 
various classes of payment which are to be recorded in this book, 
and a column must therefore be assigned for each class. 


The classes of entry to be included are payments to creditors. 
for the following :— 
Goods. 
Wages. 
Other expenses charged to trade. 
Capital expenditure— 
(a) Land and buildings. 
(0) Fixtures and fittings. 
(c) Machinery and plant. 
(d) Live and rolling stock. 
(e) House property. 
(f) Other property not used in trade. 

Besides the columns for these various classes of payment, it 
will be desirable to include an additional column for transfer items. 
A payment made to a creditor may be partly for expenditure falling 
under one of the headings given above but partly for expenditure 
falling into a class recorded in one of the other subsidiary cash 
books already mentioned (see example quoted on page 18). The 
employment of a transfer column enables any part of a payment 
falling into a class provided for in another book to be transferred 
to that book, and facilitates the preparation of the Cash Account 
in the balance sheet.* The book will therefore be ruled as follows, 
columns being added to record cash and bank payments separately, 
where required :— 


* See pages 33 and 34, 
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The columns will be totalled daily, and the total of the total 
column should agree with the horizontal totalling of the totals of 
the other columns. The daily total of this total column (less any 
transfers which will reach the Summary Cash Book via another 
subsidiary cash book) will be the amount entered in the Summary 
Cash Book, whilst the creditors’ accounts will be debited with the 
individual items in the total column. 


Revenue payments will naturally predominate, and, because of 
the fewness of the entries under the heading of capital expenditure, 
some societies may find it desirable to have separate payments 
books for the two classes of payment; but the principle of classifica- 
tion outlined will still operate. 


Some societies may go even further and keep separate books 
for goods and for expenses, or, as many societies do, keep a separate 
book for payments to the Co-operative Wholesale Society. Indeed, 
so many societies keep a separate book for recording their transac- 
tions with the Wholesale Society that the subject is treated specially 
in Appendix IV. 


(8) SUNDRY RECEIPTS AND PAYMENTS. 


In addition to the receipts and payments provided for by the 
subsidiary cash books already explained, there are minor receipts 
and payments not falling into any of the classes for which provision 
is made in those books. The nature of some of these entries can 
be foreseen and they can be provided for, but others will occur 
and what they will be cannot be foreseen, but some provision must 
be made for them. They are provided for in the subsidiary cash 
book assigned to the recording of sundry receipts and payments. 
Among the items likely to occur and requiring to be recorded in 
this subsidiary cash book are the following :— 


KECEIPTS.— 
Staff guarantee deposits. 
Compensation and insurance claims. 
National health insurance sick pay returned. 
Collective life assurance claims. 
Employees’ pension and superannuation fund. 
Other receipts, e.g., trade commissions and dividends on 
purchases. 
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PAYMENTS.— 
Staff guarantee deposits repaid. 
Compensation and insurance claims—teceipts paid out. 
Payments from society’s own compensation and insurance 
funds. 
National health insurance sick pay. 
Collective life assurance claims. 
Employees’ pension and superannuation funds. 

Columns should be reserved for each of these classes of receipt 
and payment, with additional columns that can be employed for 
any other class of receipt or payment that may arise and for which 
previous provision has not been made. Among these receipts and 
payments the following may be included: Receipts for the sale ot 
land, buildings, fixtures, etc., and trade commissions and dividends 
received. The book would therefore be ruled, with cash and bank 
columns added where required, as on page 31. 


The receipts and payments are totalled daily, and the grand 
total of receipts and the grand total of payments, less transfers, 
are entered in the Summary Cash Book. The transferred items 
find their resting place in one of the other subsidiary cash books. 
The individual items in the Sundry Receipts and Payments Book 
are posted to the appropriate Ledger Accounts, whilst the daily totals 
of the various columns are recorded in a summary on a special 
page set aside for the purpose at the end of the book. The 
quarterly or half-yearly total of the daily totals of each column 
gives the figure required for the Cash Account in the balance sheet ; 
and the final total of the summary should agree with the total of the 
corresponding column in the Summary Cash Book for the,same 
period. 

OTHER MATTERS. 
Payment of Interest and Dividends. 

The various subsidiary cash books that have been explained 
in this chapter provide for all the items included in the Cash 
Account of the Standard Balance Sheet, with the exception of interest 
and dividend paid to members and dividend to non-members. 


In some societies it is the custom to add the interest and dividend 
to the members’ share capital, and treat the payment of interest 
and dividend at the end of the quarter or half year as a withdrawal 
of share capital. In such a case, the book already explained for 
dealing with withdrawals meets the need. 
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This method of adding share interest and dividend to Share Capital 
Account does not, however, appear to be justified, because it may, 
and almost certainly will, create a capital liability for the members 
without their consent being given. This arises because a member 
is liable for any unpaid balance of a share if the society is wound up. 
If the shares are {1 shares and a member holding £5 of share capital 
is credited with 10s. for interest and dividend he is thereby made 
liable for the balance of an additional share, a further 10s. Probably 
he will never be called upon to discharge the liability, but it exists, 
and the member has not given his consent to its creation. Members 
should therefore be given the opportunity of withdrawing their 
interest and dividends before these are added to their Share Capital 
Account; and only after the members have been given this oppor- 
tunity, and due notice of intention has been published, should the 
unpaid interest and dividend be added to Share Capital Account. 


At the end of the trading period the amount of dividend and 
interest due to each member (and dividend due to each purchaser 
who is not a member and has presented his claim) should be ascer- 
tained and listed in the manner described in a later chapter. Pay- 
ments should be recorded on sheets, the recipients’ signatures taken, 
and the total daily payments then entered from the sheets either 
in the Sundry Receipts and Payments Book and thence to the 
Summary Cash Book, or direct into the Summary Cash Book. 


Other items of payment arising out of the Balance Disposable 
Account can similarly be entered in the Sundry Receipts and 
Payments Book. 


Cash and Bank Columns in the Subsidiary Cash Books. 


In the case of many classes of receipt and payment some of 
the receipts and payments will be in cash and some will be made 
through the bank. Where any of the receipts or payments are 
effected through the bank, the subsidiary cash book should include 
a cash column and a bank column, so that the cash items and the 
bank items can be separately recorded.* ‘The daily cash and bank 
totals can then be entered separately in the cash and bank columns 
of the Summary Cash Book, thus facilitating the entry and balancing 
of the cash and bank columns in that book. 


* An example of a subsidiary cash book, in which these columns are provided, is given on 
page 19. 
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Receipts and Payments that Cover more than one Class 

of Item—The Transfer Column. . 

A receipt or payment often covers more than one class of item. 
For example, a payment might be partly for (a) repairs to a building 
and partly for (6) an addition to a building; or a payment might be 
partly for (c) rent of business premises, and partly for (d) the rent 
of premises that are not used in trade. In the case of the first 
payment, both classes of payment are recorded in the same 
book, and all that is required after entering the total in the total 
column of payments to trade creditors is to enter the correct 
amount in the columns assigned to (a) repairs and (6) land and 
buildings. The items (c) and (d) are to be recorded in separate books, 
and in such a case the best method of treating the entries is to employ 
a transfer column as suggested on pages 18 and 27 in this chapter. 
It does not matter much where the entry is first made, and the most 
convenient book should be employed. The total payment should 
be entered in the total column of that book, and the part of the 
total requiring to be recorded under its class heading in that book 
should be entered in the appropriate column, and the balance 
should be entered in the transfer column, whence it should be 
transferred to its appropriate subsidiary book. In this book it 
should be entered in both the total and analytical columns (and 
therefore added in the daily total), but starred to show that it is 
a transfer, so that the amount can be excluded when the corre- 
spondence of the recorded receipts and payments with the cash 
received or paid is being checked. The payer or receiver should be 
credited or debited in total in one item, from the book in which the 
entry is first made. 


Quarterly or Half-yearly Summaries of Receipts and 

Payments. 

In some of the subsidiary cash books that have been explained 
in this chapter more than one class of payment or receipt is recorded. 
For the purposes of the Cash Account in the balance sheet and 
Annual Return, the total of the receipts and payments falling into 
each class is required. In those cases where more than one class of 
receipt or payment is included in the total entered in the Summary 
Cash Book, the necessary figures can be obtained from the subsidiary 
cash books, and most conveniently by adopting the following 


method :— 
Cc 
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At the end of any subsidiary cash book in which more than 
one class of entry is recorded, a summary of the daily totals should 
be made in the manner explained on pages 17 and 30. These 
summaries would be most convenient if they were made in each 
book on the page next following the last day’s entries for the period 
to which the summary refers. This method can be adopted if the 
summary is not commenced until the end of the trading period; 
but the wise secretary does not leave work of this kind until the end 
of the quarter or half year, when the staff will have a great deal of 
other work to do. It is desirable, therefore, in those cases where a 
summary is required, to set aside a few pages at the end of each 
subsidiary cash book for the purpose of recording the summary of 
daily entries for each trading period. The entries in each summary 
can then be made daily, or weekly, as desired; and at the end of the 
trading period there will be only one entry to be made, after which 
the totals of the columns in the summary can be made, and will be 
ready for transferring to the Cash Account of the balance sheet, 
whilst the grand total can be checked with the total of the 
corresponding column in the Summary Cash Book for the same 
period. 


The Subsidiary Cash Books and the Ledgers. 


As mentioned at several points in this chapter, the individual 
items in the various subsidiary cash books are posted from these 
books to the appropriate Ledger Accounts. This relationship 
between the subsidiary cash books and the Ledgers will be con- 
sidered in a later chapter, when the Ledgers have been explained. 


SUMMARY CASH BOOK. 


Having now considered the various subsidiary cash books, we 
may proceed to a consideration of the Summary Cash Book and 
the connection of the various subsidiary cash books with it. ‘This 
we shall do in the next chapter. 
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SUMMARY. 


The subsidiary cash books adopted for the purpose of explaining the 
accounts of a Co-operative Society in this book are separate books for each of 
the following classes of receipt and payment :— 


(1) Receipts and payments on Members’ Share Account, 
(2) Receipts and payments on Loan Account. 

(3) Receipts and payments on Savings-Bank Account. 

( 


4) Receipts and payments relating to (a) investments, (b) invest- 
ments revenue, and (c) final revenue. 


(5) Receipts for goods sold and services rendered. 


(6) Receipts and payments on account of Club and Hire-purchase 
Accounts. 


(7) Payments to sundry creditors. 
(8) Sundry receipts and payments. 


SHARE CONTRIBUTIONS.—These can be entered on the Dr. side of a Share 
Contributions and Withdrawals Book, or in a separate book, or on numbered 
sheets to be filed daily in loose-leaf-ledger fashion. The ruling adopted pro- 
vides for a record of receipts for entrance fees and rule books, as well as for 
share contributions. The total of the share receipts, entrance fees, etc., is 
transferred daily to the Summary Cash Book. 


SHARE WITHDRAWALS.—These can be entered on the Cr. side of a Share 
Contributions and Withdrawals Book, or in a separate book, or on numbered 
sheets to be filed daily in loose-leaf-ledger fashion. A column is provided on 
the withdrawals page for fines. The total of the share withdrawals is trans- 
ferred daily to the Summary Cash Book, and the amount of fines to the Ledger. 


LOAN DEPOSITS AND WITHDRAWALS.—Loan deposits are entered on the 
Dr. side and loan withdrawals on the Cr. side of the Loan Deposits and With- 
drawals Book, the total of the receipts and the total of the payments being 
transferred daily to the Summary Cash Book. 


SAVINGS-BANK DEPOSITS AND WITHDRAWALS.—The nature of the sub- 
sidiary book for recording savings-bank deposits and withdrawals depends 
upon the system of accounts employed for savings-bank purposes. In any 
case, the total receipts and payments are transferred from the subsidiary 
book to the Summary Cash Book, 


RECEIPTS AND PAYMENTS RELATING TO (a) INVESTMENTS, (0) INVESTMENT 
REVENUE, AND (c) FINAL REVENUE.—This subsidiary cash book is ruled with 
columns to provide for the classification of receipts and payments under the 
headings of various classes of investment, and of various classes of investment 
and final revenue income and expenditure. The totals of the receipts and 
payments under these headings collectively are transferred to the Summary 


Cash Book. 


RECEIPTS FOR Goops SOLD AND SERVICES RENDERED.—The subsidiary 
cash book employed for recording trade receipts is ruled by vertical lines to 
provide separate columns for the six working days of the week. The various 
branches are listed down the side of the page, and the daily receipts of each 
branch are entered opposite the branch name and in the appropriate daily 
column. The totalling of each daily column gives the total of the daily trade 
receipts of the society, and this is transferred to the Summary Cash Book. The 
cross totalling of the daily receipts of each branch gives the total weekly receipts 
oi that branch. 
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CLUB AND HIRE-PURCHASE RECEIPTS AND PAYMENTS.—Clubs vary in 
their nature and purpose, and different accounting needs arise out of the 
different types of club; but no matter what the nature and purpose may be, 
there will be receipts and payments to be recorded, although the books of 
account may vary with the type of club. The book of primary entry explained 
in this chapter provides separate columns for receipts on account of clubs 
and on account of hire purchases, and also separate columns for payments 
ou account of clubs and hire-purchase accounts. The totals of the daily receipts 
and payments on both club and hire-purchase accounts are entered in the 
Summary Cash Book. Receipts and payments arising out of stamp club 
operations may also be entered in this subsidiary book. 


PAYMENTS TO TRADE CREDITORS—This book is concerned only with 
payments, and by the columnar method the payments are recorded under 
various headings, such as goods, etc. The total of the daily payments is 
transferred to the Summary Cash Book. 


SUNDRY RECEIPTS AND PAYMENTs.—In this book a variety of entries 
that do not find an appropriate resting place in the other subsidiary cash 
books are entered. They include such items as staff guarantee deposits and 
repayments, collective life assurance claims received and paid out, and the 
book may also be employed for recording the payments arising out of the 
Balance Disposable Account, including interest and dividends paid to mem- 


bers. ‘The total of the total column is transferred daily to the Summary Cash 
Book. 


SUMMARIES OF SUBSIDIARY CASH BooKs.—The total amount received and 
paid for each of various purposes during each trading period is required for 
the Cash Account in the balance sheet of that period. The Summary Cash 
Book does not give the necessary information, since it records only the daily 
total of each subsidiary cash book, and these totals comprise the amounts 
received and paid under various headings, as recorded in the subsidiary cash 
books. Where more than one class of item is entered in a subsidiary cash book, 
it is therefore necessary to prepare a quarterly or half-yearly summary of the 
daily or weekly column totals. This summary can be compiled at the end of 
the book containing the entries to be summarised. 


CASH AND BANK COLUMNS.—In some cases the receipts and payments 
recorded in a subsidiary cash book are partly cash items and partly bank 
items. Where this is the case, it is desirable to include in the subsidiary 
cash book two additional columns—for cash and bank respectively. The 
amount of each receipt or payment, besides being entered in its appropriate 
analytical column, is entered in the cash or bank column as well. The 
correct amounts for the cash and bank columns of the Summary Cash Book 
are thus rendered available when the total of the daily receipts is being 
transferred to the Summary Cash Book. ; 


TRANSFER COLUMNS IN THE SUBSIDIARY CasH BooKs,—A receipt or 
payment often covers more than one class of income or expenditure, and 
the receipt or payment for each class has to be entered in a separate and 
different book. To meet the needs of the case, a transfer column should be 
included in those subsidiary books in which they are required, and amounts 
not appertaining to one book should be transferred from it to the book to 
which they belong. ‘The totals transferred from the subsidiary cash books 
to the Summary Cash Book should be those covering the entries proper to the 
book whose total is being entered. 


PosTtING.—The posting of the individual items to the various Ledger 
Accounts is based upon the entries in the subsidiary cash books. The 
corresponding entries are the cash or bank items in the Summary Cash Book. 
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QUESTIONS AND EXERCISES. 


1, What are subsidiary cash books, and why are they necessary ? 


2 2. Write out a list of the subsidiary cash books recommended in this 
chapter, and mention the subsidiary cash book in which each of the following 
items should be entered :— : 


* 


» 


(1) Purchase of a horse for cash, £50. 


) 


Interest received on a loan with the Corporation.” 


pt-pt i 
An amount of £20 received and paid as a collective life assurance 
claim, 


3. What methods are available for recording receipts and payments on 
account of share capital ? 


4. Prepare the rulings of a Share Contributions and Withdrawals Book, 
and enter two items on each side. Where will the individual items and the 
totals of this book be posted ?0Atwdurrt OA 5 Apencenanany Leer taped 
5, Prepare a Loan Deposits and Withdrawals Book, and enter two items 
on each side. Where will the individual items and the totals of this book 
be posted ? 


6. Explain two methods of recording savings-bank deposits and with- 
drawals, illustrating your explanation by the submission of suitable rulings. 


y 7. Prepare the rulings of the subsidiary cash book recommended for 

\/ recording receipts and payments relating to investments, and to invest- 
ment revenue and final revenue income and expenditure, and insert three 
items on each side. 


8. Give six examples of receipts and payments entered in the subsidiary 
eash book referred to in Question 7. To what accounts are the individual 
items and the totals of the book posted ? 


9. Prepare the rulings of a Trade Receipts Book for a society with a grocery 
and drapery department, consisting in each case of a central and two branch 
shops. Enter a week’s receipts in the book and provide the necessary totals. 


10. From what sources is the Trade Receipts Book entered m Explain 7 
the posting of the individual items and totals of this book. 2 


11. Explain three different types of club and show how you would deal 
with the records of cash and sales in the case of each type. 


12. Prepare the rulings of a book suitable for recording receipts and 
payments on account of clubs and hire purchases, and enter three items on 
each side. To what accounts are the individual items and totals posted from 
this book. What other receipts and payments may be entered in this sub- 
sidiary cash book ? 


[ 13. Prepare the rulings for a subsidiary cash book for recording payments 
(o trade creditors, and enter six items. To what accounts are the individual 
items and totals of this book posted ? 


14. Prepare the rulings for a Sundry Receipts and Payments Book, and 
enter three items on each side. To what accounts are the individual items 
and the totals of this book posted ? 
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15. Explain the use of cash and bank columns in the subsidiary cash 
books and their connection with the entries in the Summary Cash Book. 


16. Explain the purpose of transfer columns in the subsidiary cash books. 
Prepare the rulings of two books containing transfer columns, and show how a 
transfer entry affecting both books should he treated. c 

17. What reasons exist for the preparation of summaries of ‘the daily 
column totals of some of the subsidiary cash books? Prepare a summary 
of one of the subsidiary cash books showing the entries for a month, 

18. In what subsidiary cash books would you expect to find the following 
entries :— 
£20 share withdrawal. 
£50 paid for wages. 
£21 received for house rents. 
£5 paid out of the death benefits fund. 
£10 received for interest on shares. 
£150 paid to members for interest and dividend. 

A donation of £5 to a local hospital. 
£150 grant paid to the education committee ? 
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CHAPTER Iil. 
THE SUMMARY CASH BOOK. 


cash books. These books are required in a Co-operative 

Society because the number of receipts and payments is so 
great that it would be impossible for the work of the office to be 
carried on if only one Cash Book were used. A necessary comple- 
ment to the subsidiary cash books is the Summary Cash Book, in 
which the various receipts and payments recorded in detail in these 
subsidiary books are summarised. This chapter is concerned with 
‘the form and the entering of the Summary Cash Book. 


|; Chapter II. the subject of consideration was subsidiary 


The name “Summary Cash Book,” it must be clearly noted, 
is here given to a book in which the daily receipts and payments 
recorded in the subsidiary cash books are entered for the purpose 
of ascertaining the total daily receipts and payments of the society. 
It is, therefore, in the nature of a General Cash Book and, indeed, 
this latter name is given to it in some societies. Being based upon 
the subsidiary cash books it must be ruled in harmony with these 
books. The number of columns provided on-each side of the book 
has therefore to agree with the number of subsidiary books in use 
in the society. Hence, the size and the rulings of the Summary 
Cash Book depend upon the number of subsidiary books to which 
it has to be related, and, therefore, the size of the society and the 
number and variety of its transactions. 


Remembering that modifications of the plan here adopted may 
be called for by the circumstances of any society whose needs are 
being considered, we shall explain and discuss the Summary Cash 
Book on the assumption that the number and the nature of the 
subsidiary cash books in use are those explained in Chapter II. 


Classes of Receipt to be Recorded. 
On this assumption we shall require to record on the receipts 
side the total receipts recorded in the subsidiary books assigned 
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to the following classes of receipts, and a separate column will be 
required for recording the daily total of each of the following :— 
Receipts on account of share capital, i.e., share contributions. 
Receipts on account of loan capital, i.e., loan deposits. 
Receipts from depositors in the savings-bank, i.e., savings- 
bank deposits. 
Receipts relating to investments, investment revenue, and 
other non-trading revenue. 
Receipts for goods sold and services rendered. 
Receipts on account of clubs and hire-purchase accounts. 
Sundry receipts. 


Classes of Payment to be Recorded. 

On the same assumption we shall require to record on the 
payments side the total payments recorded in the subsidiary books 
assigned to the following classes of payment, and a separate column 
will be required for recording the daily total of each book:— 

Payments on account of share capital, i.e., share withdrawals. 

Payments on account of loan capital, i.e., loan withdrawals. 

Payments to members of savings-bank, i.e., savings-bank 
withdrawals. 

Payments relating to investments, investment revenue, 
and other non-trading revenue. 

Payments on account of clubs and hire-purchase accounts. 

Payments to trade creditors. 

Sundry payments. 


Other Records in the Summary Cash Book. 


Some columns will, and others may, be required in addition on 
both receipts and payments sides. Some of these will be dealt 
with when the relationship of the subsidiary cash books to the 
Summary Cash Book is being explained, and others that are not 
dealt with in the course of that explanation will be dealt with later. 
We therefore proceed to the explanation of the relationship 
between the various subsidiary cash books and the Summary Cash 
Book, examining the subsidiary books in the order set forth in 
Chapter II. A page of a Summary Cash Book, ruled in accordance 
with the needs of the plan we are adopting, is shown on pages 46 
and 47, and to this specimen page the student should refer. 
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RELATIONSHIP OF SUBSIDIARY CASH BOOKS TO 
SUMMARY CASH BOOK. 


(1) Receipts and Payments on Account of Share Capital— 
The Share Contributions and Withdrawals Book. 


In this subsidiary book separate columns are provided on 
the receipts side for (a) entrance fees, (b) rule books, etc., (c) share 
contributions; and on the payments side for (a) fines, forfeits, 
etc., and (6) amounts withdrawn. It may be thought desirable 
to have three columns on the receipts side of the Summary Cash 
Book in order to keep a separate record in this book for entrance 
fees, rule book charges, and share contributions; but, as the 
detailed information is available in the subsidiary cash book, separate 
columns in the Summary Cash Book are not vitally necessary, and 
unless there are special reasons for recording them separately in the 
Summary Cash Book only one column need be provided. ‘The 
fines and forfeits recorded in the subsidiary book are not payments 
(see footnote, page 12), and therefore the only amount on the 
payments side that has to be recorded in the Summary Cash Book 
is the total daily withdrawals. 

When the daily receipts and payments recorded in the Share 
Contributions and Withdrawals Book* are entered in the Summary 
Cash Book, the appropriate reference numbers should be entered 
in the reference columns of the two books. 


(2) Receipts and Payments on Loan Account—Loan Deposits 
and Withdrawals Book. 

There being only one column on the receipts side and one column 
on the payments side for recording cash in the Loan Deposits and 
Withdrawals Book, only one column on each side of the Summary 
Cash Book is required, and the daily total of receipts and payments 
will be entered in them, the reference numbers being then entered 
in the reference columns of the two books. 


(3) Savings-Bank Deposits and Withdrawals Book. 

Two methods of recording deposits in, and withdrawals from, 
savings-bank accounts were explained in Chapter II., but no 
matter which method is adopted, a daily total of receipts (i.e., 


* Or recorded in separate Contributions and Withdrawals Books, or on sheets or on slips, 
according to the method adopted. 
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deposits) and a daily total of repayments (i.e., withdrawals) are 
available; and these totals will be transferred to their respective 
sides of the Summary Cash Book. When the entries have been 
made, the reference numbers will be inserted in the reference columns 
of the two books. 


(4) Investments, Investment Revenue, and Final Revenue 
Receipts and Payments. 

It would be impossible to allocate a separate column in the 
Summary Cash Book for each class of receipt and payment recorded 
in the subsidiary cash book* assigned to this group of receipts and 
payments. Only one column on each side of the Summary Cash 
Book will be employed; and in these columns the total receipts and 
the total payments will be entered daily, reference being made to 
the subsidiary cash book for details when required. The reference 
numbers will be entered in the subsidiary and summary cash books 


in the usual way when the entries have been made in the latter 
book. 


(5) Receipts for Goods Sold and Services Rendered— 
Trading Account Receipts. 

We are concerned here with receipts, and receipts only. One 
column on the receipts side of the Summary Cash Book will suf- 
fice, unless a society desires to record in separate columns (a) the 
receipts for goods sold and for services rendered, and (0) the receipts 
for the sale of sundries such as hides. As the information is avail- 
able at the end of the quarter or half year for balance sheet pur- 
poses in the summary of the daily or weekly receipts provided in 
the subsidiary cash book, the provision of two columns in the 
Summary Cash Book is not essential, yet it may be more convenient 
in some societies to provide them, as their provision may harmonise 
better than one column would with the system in operation for 
dealing with such sales. 


TRADE COMMISSIONS AND DIVIDENDS ON PuURCHASES.—It 
is possible, however, that it may in practice be thought more con- 
venient to record direct in the Summary Cash Book, and not 
first in the subsidiary cash book,} the items of trade commissions 
and dividends on purchases.{ These will generally be received at 


*i,e., the Investments and General Revenue Receipts and Payments Book. 
+ i.e., in the Trade Receipts Book. 
t Where paid over and not credited to a Capital Account. 
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the office direct and not via the shops, and the subsidiary cash book 
will be primarily devoted to receipts at the shops handed to the 
office daily. Another method of treating these items is to enter 
them in the Sundry Receipts and Payments Book. ‘This method 
has the advantage of keeping down the number of columns in the 
Summary Cash Book and confining it to the purpose indicated by 
the title, viz., a summary of the subsidiary cash books. 


The daily total of the Trade Receipts Book having been entered 
in the Summary Cash Book, the references will be entered on both 
sides of the books in the usual way. 


(6) Club and Hire-purchase Receipts and Payments Book. 


The receipts and payments on account of clubs, and the receipts 
and payments on account of hire purchases, being separately 
recorded in the subsidiary cash book devoted to these entries, 
they can be separately entered in the Summary Cash Book if 
desired. They are entered separately in the Cash Account of the 
Standard Balance Sheet and Annual Return, but for the purpose 
of this text-book they will be entered together in one total, the 
separate amounts for balance sheet purposes being ascertained 
from the summary in the subsidiary cash book. ‘The daily total 
having been transferred from the subsidiary cash book to the 
Summary Cash Book, the reference numbers are then entered in 
both books in the usual way. 


(7) Payments to Trade Creditors. 

The items in this subsidiary cash book are payments only, 
and they do not therefore affect the receipts side of the Summary 
Cash Book. The total of all the daily payments will be entered 
in the Summary Cash Book, not the total of each column. The 
quarterly or half-yearly total of the daily totals of each column 
will be required, however, at the end of each quarter or half year 
for balance sheet purposes, and they may be obtained from the 
quarterly or half-yearly summary of the daily totals, which we 
have recommended should be prepared for this and similar sub- 
sidiary cash books recording a variety of payments (see page 33). 

There is one further matter to be explained in connection with 
this subsidiary cash book in its relation to the Summary Cash 
Book. We recommended (page 27) that a column be included in it 
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for transfers.* This column was provided so that any part of 
a payment which was mainly a Trading Account payment, but 
partly a payment relating to some other account, could be recorded 
in the transfer column and transferred from this column to its 
appropriate subsidiary book or books. In entering the Summary 
Cash Book, these transferred amounts should be included in the 
totals of the subsidiary book to which they are transferred, and the 
amount of the daily payments to trade creditors transferred to the 
Summary Cash Book should be the net amount, i.e., the total of the 
total column less the transfers. 


The entries having been made in the Summary Cash Book 
and in the subsidiary books to which items may have to be trans- 
ferred, the reference numbers are inserted in the reference columns 
of all the books. 


(8) Sundry Receipts and Payments Book. 

This book is the gathering ground for all the receipts and 
payments for which provision is not made in other subsidiary 
cash books. Some items that will be included, as they arise, were 
indicated in Chapter II., and in that chapter it was also suggested 
that this book might be employed, in addition, for certain other 
classes of receipt and payment as well. 


It will be sufficient to meet the needs of the case if the total 
of the sundry receipts and the total of the sundry payments are 
entered in the Summary Cash Book, the summary of the daily 
receipts at the end of the subsidiary cash book giving the necessary 
data for the Cash Account in the balance sheet. The daily totals 
of the Sundry Receipts and Payments Book having been entered 
in the Summary Cash Book, the references are inserted in the two 
books, and the task of entering the Summary Cash Book from the 
subsidiary cash books is completed. 


SUMMARY CASH BOOK. 


Having reviewed the various subsidiary cash books, we can 
appreciate more clearly the needs which the Summary Cash Book 
has to satisfy. In addition to the columns which our review of 
the subsidiary cash books has shown to be necessary, additional 


* Although the inclusion of a transfer column has not been suggested when explaining all the 
subsidiary cash books, the method is one that can be applied to them when and where required. 
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columns will be required on each side for cash ahd bank, and it 
will be well to provide a blank column for any unforeseen need that 
may arise. The Summary Cash Book will therefore be ruled as 
shown on pages 46 and 47. 


In order that a better idea may be given of the method of 
entering the Summary Cash Book, it will be well to enter some 
items in the specimen pages given on pages 46 and 47. Let it be 
assumed, therefore, that the following are the totals of the various 
subsidiary cash books that have to be entered in the Summary 
Cash Book for January Ist, and that the cash in hand to begin 
was £150, and the cash at bank £480. 

(1) Share contributions (cash), £320; share withdrawals 
(cash), £200. 

(2) Loan deposits (cash), £120; withdrawals (cash), £60. 

(3) Savings-Bank deposits (cash), £20; withdrawals (cash), £5. 

(4) Investments, investment revenue, etc., receipts, £300 
(cash, £20; bank, £280); payments, £310 (cash, £10; 
bank, £300). 

(5) Trading Account receipts, £980 (cash). 

(6) Club and hire-purchase receipts (cash), £80, and payments 
nil. 

(7) Payments to trade creditors (cheques), £850. 

(8) Sundry receipts (cash), £50; payments (bank), £20. 

The cashier lodged £1,300 at the bank on the same day. 


In entering these items, it will be necessary to enter the total 
of each book on a separate line, to enter the cash items in the Cash 
columns of the Summary Cash Book, and the cheques and other 
bank items in the bank columns. Cheques paid out by the society 
will be treated as bank items; and cheques paid over with cash 
by a subsidiary cashier will first be treated as cash items; but any 
vouchers for cash lodged in the bank (e.g., by branch or departmental 
managers) will be treated as bank items. After the various items 
have been entered, and the £1,300 lodged in the bank has also been 
entered, the first day’s entries in the Summary Cash Book will 
appear as follows :— 
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The cash paid into the bank by the office is treated as a credit 
in the cash column on the payments side, and a debit in the bank 
column, the reference being inserted to show that the entries are 
contra entries. ‘The total of the total column on each side (less 
balance to begin) should agree with the total of the next eight 
columns on the same side when the columns are totalled (e.g., at 
the bottom of each page or at the end of the quarter), and when 
the contra entries are eliminated these same totals should agree 
with the total of the cash column plus the total of the bank column 
on the same side of the book. 

Variations from the general plan of a Summary Cash Book 
outlined in this chapter may be found acceptable, according to 
circumstances, in some societies; but this general plan will be 
found adequate to. the needs of the majority of societies. 


SUMMARY. 


The Summary Cash Book is employed for the purpose of collecting the 
totals of the various subsidiary cash books. The totals of the Summary 
Cash Book therefore show the complete and total receipts and payments 
of the society. The size and rulings of the Summary Cash Book depend upon 
the number of subsidiary cash books employed. 


The classes of receipt to be recorded, for each of which a separate column 
must be provided in the Summary Cash Book, are :— 
Receipts on account of share capital. 
Receipts on account of loan capital. 
Receipts on account of savings-bank depositors. 


Receipts relating to investments, investment revenue, and other 
non-trading revenue. 


Receipts for goods sold and services rendered. 
Receipts on account of Clubs and Hire-purchase Accounts. 
Sundry receipts. 
The classes of payment to be recorded, for each of which a separate column 
must be provided in the Summary Cash Book, are :— 
Payments on account of share capital. 
Payments on account of loan capital. 
Payments on account of savings-bank depositors. 
Payments relating to investments, investment revenue, and other 
non-trading revenue, 
Payments on account of Clubs and Hire-purchase Accounts. 
Payments to trade creditors. 
Sundry payments. 

The entries from the various subsidiary cash books are treated in the 
following manner :— 

SHARE CONTRIBUTIONS AND WITHDRAWALS.—The subsidiary cash book 
contains columns for entrance fees, rule books, and share contributions. ‘The 
Summary Cash Book may be ruled with three columns to correspond with 
those in the subsidiary cash book, but their inclusion is not vital, as the 
amounts received under each of the three headings can be ascertained at 


THE SUMMARY CASH BOOK. 49 


any time from the subsidiary cash book. The total receipts can therefore 
be entered in the Summary Cash Book, On the payments side of the subsidiary 
cash book, columns are provided for fines and for withdrawals, and these 
columns can be repeated in the Summary Cash Book.* This repetition is not 
necessary, as the amount received under each of the two headings can at 
any time be ascertained from the subsidiary cash book. Fines are not a 
payment and therefore are not entered in the Summary Cash Book, the entry 
in which is the amount of share capital paid out to members. 


LoaN RECEIPTS AND PAYMENTS.—The totals of the daily receipts and 
payments are transferred from the subsidiary cash book to the appropriate 
columns in the Summary Cash Book. 


SAVINGS-BANK DEPOSITS AND WITHDRAWAIS.—The total daily receipts 
and payments are transferred from the subsidiary cash book to the appropriate 
columns in the Summary Cash Book. 


INVESTMENTS AND NON-TRADING REVENUE RECEIPTS AND PAYMENTS.— 
Limitations of space make it impossible to provide a separate column in the 
. Summary Cash Book for each class of receipt and payment recorded in the 
subsidiary cash book. The total of all the receipts and the total of all the 
payments are, therefore, the amounts transferred to the Summary Cash Book. 


TRADING ACCOUNT RECEIPTS.—Although it may be desirable to provide 
separate columns in the Summary Cash Book for receipts for ordinary sales 
and for receipts for sundry sales, such as sales of hides and skins, it is not 
necessary, as the amounts of the different classes of sale can be obtained 
from the subsidiary cash book. The total sales of all kinds can therefore be 
entered in the column assigned for Trading Account receipts in the Summary 
Cash Books. Receipts for trade commissions and dividends on purchases 
can be entered directly in a special column in the Summary Cash Book, but, 
preferably, they can be entered first in the Sundry Receipts and Payments 
Book. 


CLUB AND HIRE-PURCHASE RECEIPTS AND PAYMENTS.—The amounts 
received and paid under these two headings can be separately recorded in 
the Summary Cash Book, but separate recording is not necessary unless 
separate subsidiary cash books are kept for the two purposes. If only one 
subsidiary cash book is employed, the total daily receipts recorded therein 
can be transferred to the Summary Cash Book to be entered there in one 
column, the separate amounts received and paid for each purpose being 
ascertained, when required, from the subsidiary cash book. If stamp club 
receipts and payments are not entered in the same, or some other, subsidiary 
cash book, a special column will be required in the Summary Cash Book for 
this class of receipt and payment. 


SUNDRY RECEIPTS AND PAYMENTS.—The total receipts and the total 
payments recorded under these headings are transferred to the Summary 
Cash Book, one column only on each side being assigned for the purpose. 


THE SumMARY CASH BooK.—In addition to the analytical columns, a 
cash column and a bank column are provided on each side of the Summary 
Cash Book, so that the amounts received and paid can be entered in the cash 
column if they are received or paid in cash, and in the bank column if paid 
through the bank. When amounts that have been entered in the cash column 
as cash receipts are afterwards paid into the bank, the amount paid into the 
bank is credited in the cash column and debited in the bank column of the 
Summary Cash Book, Withdrawals from the bank are credited in the bank 
column and debited in the cash column of the same book. 

The total of the total column should agree with the sum of the totals of the 
analytical columns, and with the sum of the totals of the cash and bank 
columns, after allowance has been made for the balances in hand at the 
commencement and for contra entries. 


D 
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QUESTIONS AND EXERCISES. 


1, What is the Summary Cash Book? What useful purposes does it 
serve ? 

2. Prepare the rulings of the Dr. side of a Summary Cash Book and enter 
twelve or more items therein, distributing them over the various columns 
and making use of both cash and bank columns, Indicate the source from 
which each entry would be derived. 

3. Prepare the rulings of the Cr. side of a Summary Cash Book and enter 
twelve or more items therein, distributing them over the various columns 
and making use of both cash and bank columns, Indicate the source from 
which each entry would be derived. 

4. Prepare a folio of a Summary Cash Book. Enter about twelve items 
on each side and show the balance of cash in hand and at bank, after making 
these entries, on the assumption that the balances in hand to begin were 
cash, £150; bank, £300. 

5. Which totals in the Summary Cash Book should agree, and how can the 
accuracy of the total of each analytical column be checked ? 

6. Enter the following daily totals of various subsidiary cash books in a 
Summary Cash Book for January Ist :— 

Share capital—Receipts 14500; withdrawals, £300—all cash. 

Loan capital—Receipts, £200 (cash); withdrawals, £100 (cheque). 

Savings-Bank—Receipts, £30 (cash); withdrawals, £10 (cash). 

C.W.S. loan investment called in, £100 (cheque); invested (C.W.S. 
loan), £200 (cheque). 

Trading Account receipts, £500 (cash); club receipts, £40 (cash). 

Paid to trade creditors, £600 (cheques, £550; cash, £50). 

Sundry receipts, £120 (cash); sundry payments, £100 (cheque). 

There was a bank overdraft of £800 and cash in hand amounting to £50 
on the morning of January Ist. 


7. How would you treat the following items in the Summary Cash Book 
and subsidiary cash books ? 
£300 withdrawn from the bank and paid out as wages. 


A cheque paid in by a member for goods and returned as dishonoured 
by the bank, 


£50 credited as bank interest, and £10 debited as bank commission. 


£200 paid to a contractor on account for a new building in course 
of erection. 


A cheque for £50 cashed for a member. 
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CHAPTER IV. 


PURCHASES AND INVOICE ANALYSIS 
BOOKS. 


AVING considered the books required for recording 
receipts and payments in a medium-size or large society, 
we may now direct our attention to the books of primary 

entry required for recording purchases of goods and _ other 
expenditure in such societies. 


Sectionalised Books Required for Societies of Medium Size. 


Whilst a single book—the Invoice Analysis Book—was 
explained in Part I. as being sufficient for a small society, it has 
already been pointed out in Chapter I. of this book (page 5) that 
a larger society will require sectional books because of the number 
of entries to be recorded; and a separate book was suggested for 
each of the following classes of expenditure :— 

Purchases of goods. 

Trading Account expenses. 

Investments and Final Revenue Account expenses. 
Capital expenditure. 


As in the case of receipts and payments, so in the case of 
expenditure, the assignment of the various classes of transactions 
to special books will depend upon the size of the society and the 
volume and variety of its trade, so that the degree of sectionalisa- 
tion suggested above may not be the best to meet the needs of every 
society. Small societies may not need or desire to carry the 
sectionalisation as far as is here suggested, and larger societies 
may desire to carry it further.* 


“# As mentioned in Chapter I., societies with a large amount of house property will probably 
find it desirable to keep a special book of primary entry for recording expenses incurred in main- 
taining such property. 
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In either case, the general principles which we shall explain 
will be applicable; and they can be adapted at will to meet special 
needs by any secretary or book-keeper who has mastered the 
contents of this and succeeding chapters. We shall therefore 
deal with the recording of expenditure in the four books of primary 
entry mentioned on page 51. In this chapter we shall explain the 
books required for recording the first, third, and fourth classes of 
expenditure already mentioned, leaving the explanation of the 
recording of Trading Account expenses to the next chapter. 


(1) GOODS PURCHASED BOOK. 


In discussing the system of recording purchases of goods, we 
must remember that the method of dealing with goods purchased 
varies. In some societies, all goods are first received at the ware- 
house and delivered from the warehouse to the shops, so that 
it is impossible to identify any one invoice with the shop, or shops, 
to which the goods charged in that invoice will be ultimately 
delivered. In other cases, a part, or the whole, of the goods is 
delivered direct to the shops, and the charges upon the invoices 
can be assigned directly to each department and branch. One 
of the largest societies in Britain dispenses with warehouse accom- 
modation altogether and asserts that all its stock, other than the 
‘stock in the shops, can be kept in a corner of the office ! 

When the conditions vary so much, it may appear difficult 
to frame a system of purchase recording that will meet the needs 
of all societies; but it is not impossible if societies adapt their 
methods in accordance with the system explained below. 


A Simple Method. 

Briefly, it may be said that this system requires the provision 
of a Goods Purchased Book, which is so ruled that a separate 
column is provided for the recording of the purchases of each 
branch (including transfers from the warehouse), with another 
column for recording purchases that are first delivered at the 
warehouse. Any deliveries from the warehouse to the shops are 
invoiced to the shops as they would be invoiced by an original 
supplier; and the amount of the total of the transfers to each 
shop, as well as the amount of any invoices for goods delivered 
direct from the original suppliers, is entered in the column allocated 
to that shop in the Goods Purchased Book. 
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If we suppose that a society has only a grocery department 
with a central shop and two branches, the following ruling of the 
Goods Purchased Book would meet the needs of the society :— 


Led. 


Inv. W. by | 
mater . c are No. 1 No. 2 
No. ae = Name Folio. Total. house. | Central. Branch Branch. 
flslallgelsfall¢ sal ¢/s.jallefs/4 
| | | 


| 
| | | 
j | 


If a book so ruled were employed, goods passing through the 
watehouse would be entered twice—once in the warehouse column 
when purchased from outside, and once in the branch columns 
when transferred to the branches; and the total of the total column 
for any week, month, or quarter would be an incorrect statement 
of the society’s purchases for that period. The difficulty can be 
overcome by entering the transfers from warehouse to shops in a 
different coloured ink, omitting these transfers from the total, or 
totalling them separately. 


An Improved Method. 


It is possible, however, to improve upon the ruling illustrated 
above, and, whilst recording separately those purchases from outside 
that are delivered direct to the branches, and the transfers from the 
warehouse to the branches, to provide additional information 

_ that will be useful. 

This improvement is effected by including a column for ware- 
house transfers (i.e., transfers from warehouse to branches), either 
immediately preceding or immediately following the column in 
which are recorded the purchases delivered at the warehouse. A 
column can also be inserted for recording the transfers from pro- 
ductive departments to the distributive departments. With the 
warehouse transfers column included, the Goods Purchased Book 
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gives a clear account of the value of goods delivered to and by 
the warehouse. The difference between the two warehouse columns 
—purchases and transfers—after allowance has been made for 
warehouse stock at the commencement of the trading period, 
shows the approximate value of the warehouse stock at any 
moment.* ‘his information is useful, and the figure thus obtained 
serves to check the value of the warehouse stock as recorded in the 
warehouse books and in the warehouse stock book at the end of the 
quarter. At the same time, a distinction can be made between the 
purchases from outside of goods delivered direct to branches, and 
the transfers of goods from the warehouse to branches. 


This distinction of purchases and transfers in the Goods Pur- 
chased Book is a convenience when posting the Purchases Ledger 
(i.e., the Creditors’ Ledger), and facilitates the checking of accounts 
owing for goods at the end of the trading period by the compilation 
of a reconciliation statement on the following lines:— 


Owing for goods at commencement of Period ........:.cceeeeeeeneeeeeee neers 250 
Purchases of goods during period, as per Goods Purchased Book...... 13000 
é 13250 

Less Payments for goods; as per Cash) AccOUME cites. ncn. ects oeuteei ce 12800 
Balance owing at end of period, as per Purchases Ledger...............- _ £450 


Presuming a column is also included for recording the transfers 
from productive departments to distributive departments (and 
one for inter-branch transfers if they are numerous), the total of 
branch purchases from outside sources, plus the transfers from the 
watehouse, plus the transfers from the productive departments, 
should equal the sum of the totals of all the branch analytical 
columns for the same period. ‘The total purchases from outside 
should equal the total of the branch totals and warehouse total, | 
after all transfers have been deducted from the latter; and the 
total of the productive departments transfers column should agree 
with the credit transfers of those departments. 


e 
_.* This depends upon the assumption that goods are charged to branches at the prices originally 
paid for them. 

+ And the correct charges for the branches are obtained, the sources being (a) purchases from 
outside delivered direct; (6) transfers from the warehouse; (c) transfers from productive depart- 
ments. Any transfers from one branch to another can be entered as a credit in red ink in the 
transferring branch column, and black ink in the column of the branch receiving them. ‘ 
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The total of the purchases from outside sources, less credits, 
is the figure of total purchases for the General Trading Account 
in the balance sheet, and the productive departments transfers 
column total gives the total of goods transferred for the same 
balance sheet account, whilst the separate totals of the analytical 
columns are the amounts required for the Branch and Departmental 
Trading Accounts. 


Some Typical Purchases Entered in the Goods Purchased Book. 


For the purpose of illustrating the method of entering the 
Goods Purchased Book it will be helpful to consider the recording 
~of some typical purchases. The amounts must be first reduced to 
net amounts by the deduction of all discount from invoices, and 
the amounts in the following list of purchases and transfers, having 
been thus reduced, will be entered in a specimen page of a Goods 
Purchased Book.* 


ve 
Nani ——-COW.eS, Lid, various ZrocerieS <2. ..c.j0c 000 Watehouselss.esonean 8u0 
yy 2 a ne Pee cone meifoctcers NOs Le Braniehlere.c.- 50 
,, 2.—Transfers (groceries) from warehouse..... Gentraliikc.nscccsontans 250 
. Nomis Bran chivcs.es. 5 150 
INOm ZF Brac hiersee tae: 180 
» 2—C.W.S. Ltd., various draperies ............ Central hac. eenesneeassci 200 
eee Volt) Mani, QTOCELIES, socessesceresseves sive Ware House: prenssec csi 100 
RE OTC STOCCIIES) celesscesiscise re vscessies cee sone Warehouse ............- 180 
,, 2.—Transfers (groceries) from warehouse .... Central ..............605 80 
Now Branch wc...ccsn. 50 
' INGaeo branche cena s. 50 
»  3.—C.W.S. Ltd., various groceries ............. Warehouse ...........-- 400 
Centrtaliierencesoassrecce 200 
) o-—C.W.S, Ltd., various draperies ............ Centraleeen sinter te 200 
on, GEESE Digitale Bi lehbi Sone cobegcodepeandcddoddscs Bakery: foseccrassssesase 200 
, 4.—Transfer (groceries) from warehouse...... Cen traletsicautensceass 180 
None Bran Cli etmase ey: 100 
») 4.——Dransfers from bakery «22.2.2. 0...0sccy ences Cemtraly.casisslisimsisliccss 100 
INGOs Bramell canara 40 
INOS 2 Brat chins. 40 


The invoices and transfer notes having been duly stampedt 
and checked, they are entered in the Goods Purchased Book, which 
will then appear as on the next page. Carriage inward charges are 
also entered in this book and treated as an addition to the cost of 
the goods, whether the goods are delivered by the railway company, 
carrier, or own transport department to the warehouse, direct to 
the branches, or from the warehouse to the branches. 


*JIn some societies the purchases from the C.W.S. are recorded in a separate book. On this 
point see Appendix IV. 
+ See Part I., page 63. 
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More columns can be added to meet the needs of societies with 
more departments and branches; and very large societies may 
find it desirable to have a separate book for each department. 


The columns can be totalled weekly or quarterly. If totalled 
weekly, accuracy of balancing is maintained weekly, and the 
weekly totals can be summarised at the end of the book, so that 
total purchases up to date can be ascertained at any moment during 
the quarter, and the total purchases for the period ascertained at 
the end of each quarter. If the Goods Purchased Book is totalled 
only quarterly, a stop line total can nevertheless be inserted weekly. 
Where the totals are made weekly they can be posted to the branch 
accounts weekly, or, to save work, the total for the quarter car 
be posted to the debit of each branch account at the end of the 
quarter. The personal entries are posted to the Creditors’ Ledger 
from the individual amounts of each invoice entered in the total 
column of the Goods Purchased Book, if they have not been posted 
from the invoices direct.* 


Transfers. 

An invoice may contain several items, some of which are to be 
entered in the Goods Purchased Book and some of which are to 
be entered in some other book of primary entry. The same invoice 
can serve as the starting point of the entries in the two books, 
being passed from one clerk to another, the net amount being 
entered in each case. Alternatively, the Purchases and Invoice 
Analysis Books can be provided with a transfer column, the 
transferred amount of an invoice being handed on a slip with all 
necessary particulars to the clerk in charge of the book in which 
the transferred amount is to be entered. 


Credits. 

Any credits for overcharges, returns, etc., can either be entered 
in a separate book, ruled like the Goods Purchased Book, and posted 
to the credit of the branches and the debit of the personal accounts, 
or they can be entered in red in the Goods Purchased Book and their 
amount deducted from the weekly or quarterly totals, the net amount 
being then entered in the branch accounts; but the full amount 
of the original charge and the credit will be entered in the personal 
account to which they refer, for convenience in checking statements. 


* See Part I., page 67. 
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(2) INVESTMENTS AND FINAL REVENUE 
ACCOUNT EXPENSES. 


A reference to the Standard Balance Sheet will show that the 
expenses which are included in the Investments Revenue Account 
and the Final Revenue Account are as follows:— 


INVESTMENTS REVENUE ACCOUNT:— 
Interest on shares. 
Interest on loans. 
Interest on mortgages. 
Interest on savings-bank deposits. 
Interest on bank overdrafts. 
Interest on other amounts owing. 
House Property Account Expenses, viz.:— 
Interest on capital. 
Depreciation. 
Painting and repairs. 
Rates and taxes. 
Insurances. 
Ground rents. 
Other expenses. 
Expenses on other property not used in trade. 


FINAL REVENUE ACCOUNT :— 
Subscriptions not chargeable to trade or Disposable 
Balance Account. 
Education grant (when not a disposal from surplus). 
Collective life assurance premium. 
Death benefits fund. 
Other charges against revenue. 


In the case of these charges, no question of departmental or 
branch allocation requires consideration. The grouping of these . 
expenses as Investments Revenue Account charges or as Final 
Revenue Account charges indicates their function; and in the 
book in which the expenses are recorded it will be sufficient to meet 
the needs of the case if a separate column is provided for each class. 
of entry, with possibly one or two spare columns for other classes 
of entry that may occur in addition to those mentioned above. 
The book of record, which for convenience we name General 
Revenue Expenses Book, will be ruled as follows :— 
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The ruling given on page 59 will not meet the needs of every 
society. Some societies have no house property, and therefore 
will not require the section of the page devoted to house property 
expenses; but other societies have so much house property that 
they will desire to keep a separate and special expenses analysis 
book for house property expenses. In either case, the house 
property expenses column will go out of the General Revenue 
Expenses Book, but the student who acquaints himself with the 
records entered in the book as we shall prepare it will have no 
difficulty in understanding either variation from it. 


SOURCE OF THE ENTRIES IN THE GENERAL EXPENSES BOOK. 


Most of the entries in the Goods Purchased Book originated 
with invoices forwarded by creditors; but the General Revenue 
Expenses Book contains many entries which originate within the 
society itself. Interest upon shares and loans is a case in point. 
The society must ascertain its liability to shareholders, loanholders, 
mortgagees, savings-bank depositors, and to the bank for interest 
upon amounts owing to them. ‘These amounts of interest must 
be credited to the shareholders, loanholders, etc., individually, and 
the total share interest, the total loan interest, etc., must be 
debited to the Investments Revenue Account via the General 
Revenue Expenses Book. 


Share Interest. 


The procedure will be as follows: The shareholders’ accounts 
will probably be summarised on sheets* at the end of the trading 
period, and a column will be provided on the summary sheet for 
the interest (and another for dividend) payable to the member for 
the quarter or half year. The final total of this interest column will 
give the amount required for the General Revenue Expenses 
Account, The entry can originate either in the Journal or by way 
of a dummy invoice. From either the Journal or a dummy invoice 
it will be entered in the General Revenue Expenses Book and 
afterwards debited to the Investments Revenue Account. ‘The 
amount is credited to the Disposable Balance Account, which is 
afterwards debited with this total, whilst the members are credited 
with their individual amounts (see pages 117 and 157). 


* See page 115 for example of rulings required. 
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Loan Interest and Savings-Bank Interest. 

The interest due to loanholders and mortgagees can be ascer- 
tained and treated in the same manner as share interest. The 
method of dealing with interest on savings-bank deposits is 
explained elsewhere, and more than one method is available so far 
as entering it in the depositors’ accounts is concerned; but whether 
the Simplex method or some other method of keeping the accounts 
of savings-bank depositors is adopted, the amount due to them for 
interest for the quarter or half year will be ascertained at the end 
of the period. Then, by means of the Journal or a dummy invoice, 
it should be entered in the General Revenue Expenses Book, to be 
entered thence to the debit of the Investments Revenue Account, 
whilst the credit entries will be made in the accounts of the 
individual depositors. 


Bank Interest. 

The interest charges on a bank overdraft will be ascertained 
from the Bank Pass Book and entered in the General Revenue 
Expenses Analysis Book from a dummy invoice or Journal entry 
based thereon, the credit entry being made in the subsidiary cash 
book devoted to investments revenue receipts and payments. 


House Property Expenses. 

The house property expenses will in most cases originate in 
invoices, e.g., an invoice for repairs, or a note for rates or taxes; 
but some items, e.g., interest on capital and the depreciation charge, 
will originate within the society itself. In the case of the latter 
type of charge, Journal entries or a dummy invoice will provide 
the commencing point for the entry in the General Revenue Expenses 
Book, from which book the debit entry in the Investments Revenue 
Account (house property section) will be derived. The credit 
entry in the case of the interest charge will be made in the Invest- 
ments Revenue Account (interest section), and in the case of a 
depreciation charge will be made in the House Property (Capital) 
Account, and will thus reduce the book value of the house property. 


Other Property Expenses. 

In the case of other property not used in trade (e.g., halls) the 
charges will be somewhat similar to those occurring in the case 
of house property, and will sometimes originate with an invoice 
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from an outside person or firm, and sometimes within the society 
itself; the treatment-of the items will be similar to that suggested 
for house property expenses. It will not be necessary to record 
the expenses in classes, unless the other property not used in trade 
is extensive, and one column in the General Revenue Expenses 
Book will suffice to record all the expenses of this property; the 
details of the expenses can be extracted at any time from the 
General Revenue Expenses Book if they are required. Any repairs 
executed by the works department upon house property or other 
property not used in trade will be the subject of a transfer invoice, 
as will all transfers of goods or services from one department to 
another. 


Subscriptions. 

The subscriptions in the Final Revenue Account charges are 
those which are not trade subscriptions and are not donations 
from the surplus or profits. They can be made the subject of a 
dummy invoice, the organisation to which the subscription is 
paid being credited (or a general account for al] Final Revenue 
subscriptions can be employed instead of a separate one for each 
organisation) either from the invoice or the General Revenue 
Expenses Book, the account being afterwards debited from the 
Investments and Investment Revenue Cash Book, the posting 
from which will close the personal account. The amount of the 
dummy invoice will be entered in the subscriptions column of the 
General Revenue Expenses Book, and the total of this column, 
like the total of other columns, will be posted to the debit of the 
Final Revenue Account at the end of the trading period. 


Education Grant. 

The education grant (when a Final Revenue Account charge) 
will also be the subject of a dummy invoice. From this invoice 
(or from the entry in the General Revenue Expenses Book) the 
education department will be credited in the Ledger, the depart- 
ment’s account being debited when the amount is paid over to the 
education committee or to the education fund. The amount 
of the invoice will be entered in the education grant column of the 
General Revenue Expenses Book, and the total of the column 
will be posted to the Final Revenue Account at the end of the 
trading period. 
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Where a society does not create an education fund, but pays 
out of revenue any charges, as they arise, for work of an educational 
nature, the amounts as expended should be entered from invoices 
in the education column of the General Revenue Expenses Book. 
The total of this column for any trading period gives the correct 
entry for the Final Revenue Account for that period. Where a 
society treats educational expenditure in the manner explained 
in this paragraph it is hardly necessary to open a personal account 
for ¢ach item; all the items of a personal nature can be entered in 
one Ledger Account, which will be credited from the invoices, and 
debited, when the payments are made, from the Investments and 
General Revenue Cash Book. 


Collective Life Assurance Premium. 


The item of collective life assurance premium should occasion 
little difficulty. When the premium becomes due, it should be 
treated by the invoice method and entered in the General Revenue 
Expenses Book, the Co-operative Insurance Society being credited 
in the Personal Ledger, to be afterwards debited when the premium 
is paid. When a rebate is allowed it should be treated as a credit, and 
entered in the General Revenue Expenses Book in red ink; and 
both premium and credit should be entered, via the Ledger, in the 
Final Revenue Account. In this account the credit should be 
treated in the form of a deduction, as shown in the Final Revenue 
Account of the Standard Balance Sheet. 


Death Benefits Fund. 


Where a society maintains its own Death Benefits Fund, the 
amount charged to the Final Revenue Account will, of course, 
be credited to the Death Benefits Fund, which will be debited with 
any payments made out of the fund. The charge can originate 
either through the Journal or the medium of a dummy invoice, 
and from the original source the entry for the General Revenue 
Expenses Book and the Death Benefits Fund will be derived. From 
the General Revenue Expenses Book the charge reaches the Final 
Revenue Account via the Ledger, in which the total of the column 
allotted to the Death Benefits Fund entries in the General Revenue 
Expenses Book is entered in the Death Benefits Charges Account. 
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Other Charges. 

Other charges to the Investments Revenue Account and the 
Final Revenue Account, other than those mentioned in this chapter, 
may arise from time to time; but if the general explanation given 
in regard to standard items in this chapter is understood, no 
difficulty should be experienced in treating those charges that 
. have not been explained. . 


The Recording of Entries in the General Revenue Expenses 
Book. 


In explaining the sources from which the entries in the General 
Revenue Expenses Book are derived, we have explained in part 
the recording of these entries in that book. From invoices received 
from outside, from dummy invoices prepared in the office, or from 
the Journal, the various amounts are entered first in the total 
column (see page 59 for specimen page), and afterwards in the 
appropriate analytical column or columns. Separate columns 
are provided for the total of invoices from outside and for the 
total of dummy invoices or Journal entries. The total of the former 
columns enables a check to be arranged against the entries in the 
personal accounts in the Creditors’ Ledger. The total of the two 
total columns should, of course, agree with the total of the analytical 
columns, and the totals of the interposed total columns in the 
analytical columns sections (for all interest charges, for all house 
property expenses, for all investment revenue expenses, and for all 
Final Revenue Account expenses) should agree with the details 
of which they are the totals. 

A column is provided in the General Revenue Expenses Book 
for recording the nature of each item of expense, and a statement 
of expenses according to nature can be compiled from the book 
in the manner explained in Chapter V. on trade expenses. 


At the end of the trading period, the total of each column can 
be carried direct to the Investments Revenue Account and Final 
Revenue Account, or first to an Impersonal Ledger Account, opened 
for each class of expense, and thence to the balance-sheet accounts. 
The second method is preferable; and the explanations in later 
chapters will be based on the assumption that this method is being 
followed. 
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(3) CAPITAL EXPENDITURE ANALYSIS BOOK. 


Classification of Entries. 

The records of capital expenditure are kept separate from 
records of other expenditure when any sectionalising of books 
occurs, for obvious reasons. The Ledger Accounts which collect the 
items of capital expenditure are real accounts and not nominal 
accounts, as are those which collect trade expenses. The latter . 
accounts are closed by transfer to the Trading Account, but the 
real accounts have a permanent existence so long as the property 
they represent remains in existence. It is therefore desirable to 
have a separate Ledger for real accounts (other than the account 
for goods, which, being the subject of sale, differ from land, 
buildings, fixtures, etc., that are not the subject of sale), and to 
have a separate purchases book, which we shall designate Capital 
Expenditure Analysis Book. 

Before considering the nature of this book and the rulings 
required, we must visualise the needs it is intended to serve. It 
is, of course, to be linked to the Property Ledger and it must be 
ruled to meet the needs of that book. It is clear that a society 
will not desire to lump together in one Ledger Account, land, 
buildings, machinery, horses, railway wagons, motor-cars and 
shop fixtures, trade buildings, and house property. It will at least 
desire some classification, and will therefore provide separate Ledger 
Accounts for separate classes of property, and even in some cases 
for separate items of property in the same class. How far this 
classification by means of separate Ledger Accounts should be 
carried depends upon circumstances—the nature of the property, the 
importance in terms of f£ s. d. of the property, the necessity of 
keeping a separate record for other purposes, etc.—and we shall 
follow the general lines indicated below in this book, leaving 
societies to make their own variation from them according to 
their own special circumstances. 

The first classification we shall make will be into:— 

) Buildings (with land) used in trade. 

) Buildings (with land) not used in trade. 

) House property. 

) Farms. 

) Land not provided fof in 1 to 4. 

) Fixtures and fittings in shops, warehouse, and office. 
) Machinery. 

E 
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(8) Horses. 
(9) Lorries, carts, wagons—hand or horse-drawn. 
(10) Motor-cars and wagons. 
(11) Railway wagons. 

All these classes are distinct, and a separate record of them is 
required. Rates of depreciation vary, taxation and rates affect 
some items and not others, separate charges for interest and 
depreciation are required for departmental purposes, and so on: 
the enumeration of the grounds for keeping separate records for 
each of these classes might be continued almost indefinitely. 


-Elaboration of the Classification. 

But this broad classification requires further elaboration. The 
ibuildings used in trade must be identified with the various branches 
‘and departments—it would not do to lump together the bakery 
‘and grocery branches for example. We shall therefore require a 
separate account of each property which constitutes a unit distinct 
from others, e.g., one account for the bakery, one for central 
premises, one for each branch, etc. Because of the close connection 
between the land and the premises built upon it we shall record 
the land in the same account as the buildings standing upon it, 
ibut we shall record it separately because the separate values of both 

will be required for purposes of depreciation, taxation, etc. ‘The 
same general remarks will apply to the property not used in trade 
and to house property. In the latter case, for example, if a society 
owns two separate villas in one road and a row of houses in 
another road, we shall have a separate account for each villa and 
one account for the row of houses—there being three distinct units. 
A separate account must be opened for each farm, and again we 
must distinguish between the land and what stands upon the 
land; indeed, the Ledger records for the farms must be more detailed 
than those for shops because of the different classes of buildings — 
on the estate, e.g., houses, barns, and other outbuildings. 

If a society holds land for other purposes than those mentioned 
above, e.g., a site for prospective shops, a separate record must 
be kept of each plot. 

Fixtures and fittings in the shops, warehouse, and office must 
‘be identified with the shop, etc., where they have been installed, 
and a separate record for each place must be kept. ‘The fixtures 
can with advantage be recorded in the same account as the land 
and the building in which they are fitted. The same pene rule 

applies also to machinery. 


‘ 
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Horses should be recorded in one account but individually, 
by name, so that additions can be made and any removals by 
death or sale can be recorded. 

Lorries, carts, wagons, milk barrows, etc., whether horse-drawn 
or hand-drawn, can be recorded in one account or separate accounts 
according to class, but they should be identified by number or in 
some other way, so that additions and removals can be recorded 
and in order that the Ledger record may be checked with the 
ptoperty at any moment. A tabular form of statement with a line 
for each vehicle probably best meets the need. 

Motor-cars and wagons, likewise, should be recorded individually, 
so that. any vehicle sold can be removed, by credit, from the 
records, and the amount written off any single car for depreciation 
can be ascertained. 

Railway wagons provide a special case, and their treatment 
depends upon whether they are purchased outright or on the hire- 
purchase system. Most societies purchase outright. In any case, 
a separate Ledger Account should be kept for them, and this account 
should include a record of the number that has been assigned to 
each wagon. 


The Rulings of the Capital Expenditure Analysis Book. 

With these general principles in mind, and remembering the 
Ledger Accounts with which the Capital Expenditure Analysis 
Book has to be related, we can consider the form which that book 
has to take, leaving to a later chapter our detailed consideration 
of the form which the various Ledger Accounts must take. It 
will not be possible to provide a column for each unit under the 
heading of each class of expense, and therefore we must adopt 
other means of indicating the branch or department or unit to 
which the various items belong. It would be possible to adopt the 
principles employed in recording trade expenses, and adapt for the 
purpose of recording capital expenditure the method adopted for 
recording trade expenses departmentally through the subsidiary 
departmental trade expenses book. 

A better way, however, is to provide a special column in the 
Capital Expenditure Analysis Book, and in this column to indicate 
the unit in each class to which each item of capital expenditure 
has to be debited, as shown in the example which follows this 
paragraph. A column should also be provided for the purpose 
of indicating the nature of each item of capital expenditure. 
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CAPITAL EXPENDITURE 
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If these columns are brought into use, and a column is provided 
for each class of expenditure mentioned on pages 65 and 66, the 
needs of the case will be met and a page of the Capital Expenditure 
Analysis Book will appear as shown on page 68. 


Source of Entries. 


The Capital Expenditure Analysis Book will be entered from 
invoices received from outside suppliers, or from transfer invoices 
from the works department or other department of the society. 


Relation to Ledgers and Annual Return. 


The Personal Ledger entries can be entered direct from the 
invoices or from the individual items in the Capital Expenditure 
Analysis Book. The Impersonal Ledger Accounts will be entered, 
as previously suggested, from the individual items, the destination 
of each item being indicated by the column headed “ Account to 
be debited.” 


At the end of the quarter or half year the columns of the 
Capital Expenditure Analysis Book will be totalled, and the 
analytical column totals should agree, when totalled, with the 
combined totals of the invoice and transfer columns; the total 
of the invoice column should agree with the total of the credits 
recorded in the personal accounts in the Creditors’ Ledger; and 
the transfer column total should agree with the total of the transfer 
to Capital Account recorded by other departments. 


The column totals should also agree with the additions columns 
in Account VII. in the Annual Return, i.e., the Land, Buildings, 
Fixtures, Live and Rolling Stock Statement. The totals of the 
columns may also be carried to separate Ledger Accounts that 
may be opened to take the record of the total assets of each class, 
but this aspect of the subject can be better discussed when we 
discuss the various classes of Ledger Account in a later chapter. 


Sales of Assets. 


Although we are at present dealing with expenditure, it may 
be convenient to consider at this stage the method of treating the 
sales of any of the assets that have been recorded in the Capital 
Expenditure Analysis Book. Such sales can (1) be recorded in a 
special book, but, as they are comparatively rare, this seems 
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unnecessary; or (2) be treated as credits are treated in the Pur- 
chases Books and entered in red ink in the Capital Expenditure 
Analysis Book, and given a separate total at the end of the trading 
period (this is required for Annual Return and other purposes); or 
(3) be assigned a special page in the Capital Expenditure Analysis 
Book, from which the entries will be posted in the reverse manner 
of the items in the expenditure pages. Methods 2 and 3 seem to be 
the most satisfactory, having regard to all the circumstances. 


Conclusion. 

This completes the explanation of the records in three of the 
primary books of record of expenditure, but the primary book 
for recording trade expenses is not quite as simple in its form and 
entry, and the next chapter will be wholly devoted to a considera- 
tion of this important book. 


SUMMARY. 


In a small society, purchases and other expenditure are entered in a single 
book of primary entry—the Invoice Analysis Book; but the same reasons, 
in the main, which call into use subsidiary cash books in a large society also 
call into existence sectional books of primary entry to take the place of the 
single Invoice Analysis Book. 


The books adopted for the purposes of this text-book are :— 
Goods Purchased Book. 
Trade Expenses Book. 
General Revenue Expenses Book. 
Capital Expenditure Book. 


The Goods Purchased Book is arranged in columnar fashion, and the 
various columns provide for the separate recording of the purchases delivered 
to the warehouse and each of the shops, and also for the transfers from the 
warehouse to the shops and for the transfers from productive departments 
to the shops. The distinction made between purchases and transfers in the 
records facilitates the checking of the balances owing to sundry creditors 
for goods. The columns of the Goods Purchased Book can be totalled weekly 
or quarterly. Entries in the Personal Ledger Accounts can be made from 
the individual items in the Goods Purchased Book or from the invoices direct. 
Credits can be entered in a separate book or in red ink in the Goods Purchased. 
Book, in which case their total will be deducted from the columnar totals 
of purchases. 


The Trade Expenses Book is explained in the next chapter. 


The General Revenue Expenses Book records the expenditure which 
finds its place in the Investments Revenue Account and Final Revenue 
Account, and columns are provided for each class of expense recorded in these 
accounts. The entries in this book will in some cases originate with invoices 
received, and in other cases with Journal entries. Interest and depreciation 
charges are typical of the entries which will originate with Journal entries. 
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The Capital Expenditure Analysis Book records in analytical form, by 
means of separate columns, the expenditure upon land, buildings, fixtures, 
etc. Columns are provided for each class of capital expenditure, e.g., 
expenditure upon machinery is kept distinct from expenditure upon horses 
or wagons or buildings. These class columns are supplemented by a 
column which provides for the entering of the name of each unit of property 
to which the items refer, e.g., ‘No. 1 Grocery Branch ’’ would be entered 
in this supplementary column when recording £100 of capital expenditure 
relating to a building addition to this branch. When posting items to the 
Impersonal Ledger from the Capital Expenditure Analysis Book, a separate 
account is debited for each unit, e.g., a special Ledger Account collecting all 
the building items relating to No. 1 grocery branch is debited with the £100 in 
the example given above. The Personal Ledger can be posted from the 
individual items in the Capital Expenditure Analysis Book or from the 
invoices direct. 


QUESTIONS AND EXERCISES. 


1. What sectional books of primary entry are recommended for recording 
purchases and expenditure generally ? Explain the class or classes of entry 
recorded in each of them. 


9 


2. Prepare the rulings of a Goods Purchased Book which will record 
purchases and transfers of goods delivered to the warehouse and, say, six 
shops (three grocery, two butchering, and one drapery). 


— 


3. Prepare a suitable form of statement based upon the Goods Purchased 
Book for checking the amount owing for goods at the end of the trading 


period. Enter figures of your own choice to show how the statement would be 
compiled. 


_ 


4. Enter the following items in a Goods Purchased Book ruled according 
to the requirements of Question 2:— 


PURCHASES. 
Jan. 1.—James Smith, draperies, £100. X 


» 1—C.W.S. Ltd., groceries, £500 (warehouse, £300; No. 1 
branch, £200). 
,, 2.—Grocery transfers from warehouse—No. 1 branch, £50: 
: No. 2 branch, £100.~_ 
No. 3 branch, £20. i < 
» 2—Wholesale Butchers Ltd., dead meat—No. 1 branch, £80. 


No. 2 branch, £60. 
,, 2—C.W:S. Ltd., draperies, £200. 


CREDITS. 
Jan. 3—Returned draperies to J. Smith, £30. 
5. Prepare the rulings for a General Revenue Expenses Book. 


6. Mention the source from which the entries for each of the columus in 
the General Revenue Expenses Book are likely to be derived. 


_ ¢—7. Prepare a General Revenue Expenses Book and enter — 


Six items relating to the Investments Revenue Account. 
Two items relating to the Final Revenue Account. 
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8. How would you record the following primary entries :— 


Education grant. 
Death benefits fund allocation. 
Collective life assurance premiums ? 


9. (a) Where are the column totals of the General Revenue Expenses 
Book posted ? 


(b) What useful purpose is served by reserving in the General Revenue 
Expenses Book a column for recording the nature of each item 
of expense ? 


“ 10. Prepare suitable rulings for a Capital Expenditure or Vea Book, 
and explain the basis of the primary classification adopted. Sst 


11. Why is it necessary to keep a separate record of each class of capital 
expenditure ? 


12. What method is adopted for keeping a separate record of the Siero 
expenditure on os branch or other unit ? 
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CHAPTER V. 


PURCHASES AND INVOICE ANALYSIS 
BOOKS.—continued. 


(4) TRADE EXPENSES ANALYSIS BOOK AND 
DEPARTMENTAL EXPENSES BOOK. 


described as trade expenses, is a little more complex than 

the recording of goods purchased. We have in the case 
of trade expenses to deal not only with a number of branches and 
departments, but also with a variety of classes of expenditure— 
wages, rents, taxes, carriage, etc.—whereas in the case of goods 
we had to deal with only one class of expenditure. We have also 
to record the trade expenses according to function, as well as record 
them according to nature; and at the same time we have to provide 
for their correct allocation to the various departments and branches. 


ck: recording of Trading Account expenses, more briefly 


Two Books Required to Secure the Necessary Records. 

Lack of space in any book of reasonable width makes it impos- 
sible for a large society to provide in a page of one book for the 
effective double or treble classification that is required; and we 
shall employ two books*—one for recording all the trade expenses 
without regard to their ultimate branch destination, and a second 
book in which the expenses of each department or branch will 
be separately recorded and classified. More than one method 
of meeting the needs of societies in this respect can be employed, 
and therefore we shall confine our attention in this chapter to one 
method, but we will discuss alternative methods in Appendix V., so 
that the secretary or responsible book-keeper can select the method 
which seems to him most suitable in the circumstances prevailing 
in his society. ‘They are differences of method and not of principle, 
so that all societies, no matter which method they employ, will 
record and ascertain the same information and lead up to a uniform 
balance sheet. 


* See footnote page 5 ve the employment of only one book. 
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The Trade Expenses Book and Departmental Expenses Book. 


The first book, in which all trade expenses are recorded, we 
shall designate Trade Expenses Analysis Book; and the second book, 
in which the trade expenses of each branch and department are 
separately recorded, we shall designate Departments and Branch 
Trade Expenses Analysis Book; or, to give it a shorter name, 
Departmental Expenses Book. 


In the Departmental Expenses Book a separate page or pages. 
will be assigned to each department or branch, and all the trade 
expenses of each department or branch will be entered in the page 
or pages assigned to it. These departmental expenses, when 
entered, will be classified by the columnar method, both according 
to function and according to nature. (See page 88 for alternative 
method to reduce time and expense). 


The columns in each of the pages in the Departmental Expenses. 
Book will be totalled at the end of each quarter or half year, and 
the totals of the various branches will be transferred to a tabular 
summary covering the departments separately (e.g., grocery 
butchering, etc.), or covering the departments as a whole. The 
totals of this summary will provide a check against the total in 
the Trade Expenses Analysis Book. 


As an alternative, or supplement, to the Trade Expenses. 
Summary, mentioned in the previous paragraph, the column totals. 
can be carried to a tabular Departmental Trading Account. ‘This. 
tabular form of Departmental Trading Account, of which an 
example will be given later, is of a type not unfamiliar to those 
who are acquainted with the balance sheets of large societies, 
although it differs in certain details from the form hitherto employed. 
by societies. This tabular Trading Account is of the nature of a 
Ledger Account, as was the simple Trading Account explained in. 
Part I. of this book; and in addition to the expenses posted to it 
from the Departmental Expenses Book, goods purchased and 
sold (as well as stocks at the beginning and end of the trading 
period) will have to be posted to it from other books of primary 
entry, or transferred from other Ledger Accounts. 


The Departmental Expenses Book itself is a book of primary 
entry—teally a subsidiary book to the Trade Expenses Analysis 
Book. The personal entries for the Creditors’ Ledger, if not derived 
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direct from the invoices, will be posted to the creditors’ accounts 
from the parent book—the ‘Trade Expenses Analysis Book; whilst 
the impersonal entries will be the column totals posted from the 
same book. These are repeated in another form in the Departmental / 
Expenses Book. \ 


Entering the Trade Expenses Analysis Book. 

In the Trade Expenses Analysis Book, the expenditure will be 
separately recorded on a functional basis for (a) distributive 
departments as a whole; (b) productive departments as a whole; 
and (c) service departments as a whole. The necessary columns . 
must be provided to make possible this classification of expenditure 
by type of department and by function. The book thus prepared 
is an amplification of the Trading Account section of the Invoice 
Analysis Book, explained and illustrated in Part I. (see Chapter | 
XI. of that book), but without the column for goods purchased. 
As was the case in the Invoice Analysis Book, explained in Part 
I., a column will be allotted in the Trade Expenses Analysis Book 
for the recording of the nature of each item of expense; but an 
additional column—a departmental or branch reference column— 
will be provided for the recording of the name of the department 
or branch to which each item belongs. This information will be 
required when entering up the Departmental Expenses Book; and 
if an item refers to more departments or branches than can be 
conveniently written in the departmental reference column (which 
should rarely happen), the analysis of that item can be entered upon 
the invoice, so that the clerk who enters up the Departmental 
Expenses Book can refer to it for details.* 


Before commencing our examination of the rulings required 
for the Trade Expenses Analysis Book and the method of entering 
it, we must first consider the records of those sections of a society’s 
organisation which exist in order to serve others. ‘The position 
of productive departments is clear—their records are provided 
for in the arrangement suggested above. The records of service 
departments, including the transport department, are also pro- 
vided for above. ‘There remain, however, the general office, the 
check office, and the warehouse, which are service departments 
of a different order. In the first stage of our recording of expenses 


* See page 78 for a reference to this matter and a suggested alternative. 
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they must be treated as distinct departments that have to bear 
their respective shares of certain general expenses; only when 
these general expenses have been allocated to them and included 
in their departmental expenses is it possible to ascertain their total 
cost and distribute this total cost over the various trading, 
productive, and service departments. 


Wages, interest upon capital, and depreciation will be treated 
in the manner outlined in Part I., dummy invoices being made out 
for such items when they are not entered from the Journal. In 
this stage of our study, where we are dealing with the accounts of 
a society with more than one department and shop, we have to 
consider, in addition, the allocation of office and check office 
expenses and warehouse expenses, and also the allocation of certain 
other charges of a general nature, such as committee fees, auditors’ 
charges, etc. The correct basis of apportioning these charges is 
discussed in Appendix VI., and need not detain us here; but the 
method of recording and transferring them to the departments 
and branches is a vital matter at this stage. All expenses which 
have a common basis of apportionment should be entered in one 
‘column in the Trade Expenses Analysis Book, and at the end of 
the trading period should be entered again as a charge to the correct 
sections of the society, i.e., distributive, productive, or service 
departments. At first sight this appears to be a duplication of 
charges that will swell the total of the expenses, but the charges 
which are to be apportioned must be treated in a manner, to be 
explained later, that does not impair the value of the total column 
in the Trade Expenses Analysis Book as a check upon the state- 
ment of expenses (according to nature) which may be published 
in the balance sheet (see Chapter XIII.). 


Some general charges that have to be apportioned, e.g., grocery 
warehouse expenses, have to be apportioned among only a limited 
number of branches (the grocery branches), whilst other expenses, 
e.g., office expenses and committee expenses, have to be apportioned 
among all the departments. A separate column must be provided 
for each class of general charges that has a basis of apportionment 
which differs from that of other classes of general charges. 


Bearing these various requirements in mind, we can prepare 
the rulings of our Trade Expenses Analysis Book, which, when 
completed, will be as follows:— 


aA, 
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In entering the rade Expenses Analysis Book the total of 
each invoice should be reduced to the net amount, where possible, 
by the deduction of any discounts to which the society is entitled. 
Where an invoice contains items for more than one department or 
branch, the entry of the items in the Departmental Expenses Book 
will be facilitated if the charges for the various departments or 
branches are entered on successive lines instead of on the same line. 
Suppose, for example, that an invoice for £500 contains items of 
£200 for the central grocery department, £100 for No. 2 grocery 
branch, £100 for the central drapery department, and £100 for the 
bakery, then instead of entering on one line in the following 
manner, 


Dept TOTAL. 
Taal Pere Nature Department en ___|| Distri- | _Pro- 
iio, eas Date. NAME. é of and penses | butive | ductive 
pense. | Branch. Book. ilknvoice:| ee Depts. | Depts. 
| £ £ £ £ 
| 
ayy) 21 | jan. 24) I. Bye ....| Repairs ....j Various......... nae 500 550) 400 100 
| | 
| 
| | 
it will be better to enter as follows :— 
Tora. 
TevaPers Nature Department Dept. Distri- | Pro- 
No. |Led.| Date. | Name. of and ~ ll |... ||) butive | ductive 
2 | Expense. Branch. penses -,, | Lrans- |! Depts. | D 
| | Book. ||Invoice.| “jo, ||P ep ise 
| | | ——— |- | Beil 
| £ ‘s £ £ 
37 21 | Jan. 24| J. Bye.....| Repairs ..| Cent. Grocery 1 200 
37 21 _ 24) Pe oy i ....| No. 2 Grocery 2 | 100 
37 | 21 24) | | Cent: 0: ieee: 3 | 
eke Pree aneee * vee} ent. Drapery) 21 | 100 
37 21 » 24 arr | re sss BAKELY sccsscece 31 100 


The adoption of this method obviates the necessity for referring 


to the invoice when entering the Departmental Expenses Book. 
(see page 75.) 


PURCHASES AND INVOICE ANALYSIS BOOKS. 79 


Entering the Departmental Expenses Book. 

We may now turn our attention to the Departmental Expenses 
Book. A common ruling will be adopted for all distributive 
departments, but it will differ from the common ruling for the normal 
productive departments, and both types of ruling will differ from 
the rulings for the service departments and for the special depart- 
ments. Special provision will have to be made for the office, 
warehouse, etc., accounts, and the nature of this provision will 
Tequire to be considered later. We shall have, in all cases, to 
tecord the expenses according to nature as well as according to 
function. The “ nature of expense ”’ column in the Trade Expenses 
Analysis Book tells us the nature of each item of expense; and the 
analytical columns tell us the functional group to which each item 
belongs. With one or two exceptions, such as interest charges 
(which affect goods and stock charges and also land, buildings, and 
fixtures charges), each nature class of expense usually belongs to one 
class and always the same class when classified according to function. 
This simplifies the recording of the expenses very considerably. 
We may now examine, in turn, the rulings required for each class 
of department :—. 


Distributive Departments’ Expenses. 

The functional headings for these departments are five in 
number, viz.: Goods and Stock Charges; Selling Expenses; 
Delivery Expenses; Land, Buildings, and Fixtures Charges; and 
General Charges Allocated. The expenses are of an almost 
unlimited range when classified according to nature, and the 
Standard Balance Sheet Accounts provide for the following, but 
space may be left in the Departmental Expenses Book for other 
expenses that may arise :— 

GooDps AND STOCK CHARGES :— 
Insurance and interest on stocks. 


Interest on credit accounts. 
Proportion of warehouse expenses. 
SELLING EXPENSES :— 
Wages (shops). 
Health and unemployment, etc., insurance charges. 
Workmen’s compensation insurance. 
Advertising. 
Printing and stationery. 
Checks, check books, and sheets. 
Telephone charges. 
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Postage and telegrams. 

Licences. 

Goods for shop use (not for sale). 

Bad debts (where credit is given). 
DELIVERY EXPENSES. 
LAND, BUILDINGS, AND FIXTURES CHARGES :— 

Ground rents. 

Building rents. 

Interest on land, buildings, and fixtures. 

Rates. 

Taxes on land and buildings. 

Depreciation—land, buildings, and fixtures. 

Repairs to buildings and fixtures. 

Painting and decorating. 

Cleaning, lighting, and heating. 
GENERAL CHARGES ALLOCATED :— 

Office expenses. 

Check office expenses. 

Committee expenses. 

Audit expenses. 

Other general expenses. 

Provision must be made by the columnar method for classifying 
expenses according to nature in each functional group. In very 
few societies will all the expenses indicated above be likely to 
arise, and experience will enable the book-keeper to decide the 
number of columns to be provided in the Departmental Expenses 
Book. He will probably find it desirable to have the recurring 
column headings printed in the book, with one or two columns 
left blank for any of the above classes of expense, or others, for 
which provision is not made by the printed headings. It will also 
be convenient to operate the Departmental Expenses Book on 
the loose-leaf principle, and bind together for each trading period 
the required number of pages for distributive and other depart- 
ments. 

Besides the columns for each class of expense, columns may 
be provided for (a) invoice number, (b) date, (c) name, (d) nature 
of expense, (e¢) Trade Expenses Analysis Book page number, and 
(7) total; but only two of these extra columns are essential, viz., 
those for the page number of the Trade Expenses Analysis Book 
and the total of the charge, and we shall use these two, and only 
these two, in our explanation of the book. 


Acting on these lines, our Departmental Expenses Book will 
be ruled as follows :— 
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Productive Departments. 


The column headings and groupings for productive departments 
differ from those adopted for distributive departments. They 
have to satisfy the following grouping :— 


MANUFACTURING COSTS :— 
Wages. 
Health and unemployment, etc., insurance. 
Workmen’s compensation insurance. 
Printing, stationery, and advertising. 
Cleaning, lighting, and heating. 
Oil and stores. 
Insurance and interest upon stocks. 
Telephone and sundry charges. 

DELIVERY EXPENSES. 


LAND, BUILDINGS, AND FIXTURES CHARGES :— 
Ground rents. 
Building rents. 
Interest on land, buildings, and fixtures. 
Insurance on buildings and fixtures. 
Rates. 
Taxes on land and buildings. 
Depreciation—land, buildings, and fixtures. 
Repairs to buildings and fixtures. 
Painting and decorating. 

GENERAL CHARGES ALLOCATED :— 
Proportion of office expenses. 
Proportion of check office expenses. 
Proportion of committee expenses. 
Proportion of audit expenses. 
Proportion of other general expenses. 


Following the same general plan of arrangements adopted for the 
distributive departments, the columns for the productive depart- 
ments will be arranged and headed as follows :—* | 


* Farms and other special departments will require a page with rulings to comply with the 
charges included in the special accounts prepared for them. These are dealt with later in the book. 
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Service Departments. 


These departments, which have hitherto been classed as 
productive departments in co-operative balance sheets, are depart- 
ments which provide a service rather than produce goods or 
distribute goods retail after they have been bought wholesale. They 
include laundry, hairdressing, window cleaning, furniture removing, 
and transport departments (to mention some that are already 
organised by Co-operative Societies), and others that will doubtless 
be added by societies as the Co-operative Movement develops. 


These service departments vary so much in their activities 
that it is not easy to bring them all within the provisions of a 
uniform system of expenses account. ‘This statement is true to 
some extent of productive departments—compare, for example, 
a farm and a bakery—but it is more true of service departments. 
Nevertheless, for Trading Account purposes their charges can be 
brought into conformity with a general plan of functional headings, 
but variety of provision will have to be made in recording the 
expenses according to nature. The column headings of the pages 
of the Departmental Expenses Book allotted to these special 
departments will correspond with the items included in the Trading 
Accounts of those departments; and these accounts are outlined 
in later pages of this book. 


At this stage we shall describe the rulings of the pages of those 
service departments whose charges conform to a general type, and 
the following are the rulings of a typical page :— 


. 
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Summary of Departmental Expenses. 

A page should be set aside in each of the three sections— 
distributive departments, productive departments, and service 
departments sections—for a summary of the quarterly or half- 
yearly totals of expenses of all the branches of each section, the 
rulings of the summary page being similar to those of the branch 
or departmental accounts that are being summarised. Such a , 
summary will serve to check the totals in the Trade Expenses 
Analysis Book. 

The Trade Expenses Analysis Book and the entries therefrom 
having been made in the Departmental Expenses Book up to, but 
not including, the stage of allocation of general expenses, or the 
making of the charges for interest, depreciation, etc., the accuracy 
of the entries can be tested. The following agreements should 
exist :— 

(a) EXPENSES ANALYSIS BOoK. 

(1) The total of the invoice column plus the total of the 
transfer column equals the total of the totals of the 
analytical columns. 

(2) The total of the invoice column equals the total of 
credit entries in the Personal Ledger. 

(3) The total of the transfer column ajtey the allocations 
of general expenses have been made equals the total 
of this column before making the allocations, plus 
the totals of the general charges columns at the 
same stage. (The columns of the Trade Expenses 
Analysis Book should be totalled (1) before the 
interest, depreciation, and other adjustment charges 
are entered; (2) after these charges have been 
entered; and (3) after the general expenses have 
been allocated.) 

(4) The totals of the five columns of distributive depart- 
ments’ charges for the quarter or half year equal 
the totals of the functional groups in the summary 
of these departments’ charges in the Departmental 
Expenses Book, both separately and in total, for 
the same period. : 

(5) The totals of the four columns of productive depart- 
ments’ charges for the quarter or half year equal 
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the totals of the functional groups in the summary 
of these departments’ charges in the Departmental 
Expenses Book, both separately and in total, for 
the same period. 

(6) The totals of the four columns of service departments’ 
charges for the quarter or half year equal the totals 
of the functional groups in the summary of these 
departments’ charges in the Departmental Expenses 
Book, both separately and in total, for the same 
period. 

(7) The total of the expenses in the Trade Expenses 
Analysis Book equals the total (excluding adjusted 
items) of the Statement of Expenses (recorded 
according to nature) which some societies publish 
in their balance sheet. (On this point see below.) 

(6) DEPARTMENTAL EXPENSES BOOK. 

(1) The total of the total column for each branch or 
department equals the combined totals of the 
analytical columns (leaving out the total for each 
functional group save the delivery expenses). 

(2) The total of the total column for each branch or 
department equals the total of the totals of the 
functional groups. 

(3) If departmental expenses are recorded on a functional 
basis only (see page 88), the total of the total column 
should agree with the branch or departmental total 
of expenses recorded according to nature when 
these are taken out. 


Statement of Expenses According to Nature. 

This subject has been explained in Chapter XIV. of Part I. 
of this book, but further reference to it seems desirable here. It 
was explained in Part I. that the basis of the statement can be 
laid by opening a Ledger Account for each class of expense, or the 
desired end can be reached more easily by listing each class of 
expense (according to nature) with the aid of the adding machine. 
Large societies will find the latter method more economical of time; 
and we would only add here the suggestion that the list be taken 
out monthly and the monthly totals either posted to a Ledger 
Account (as mentioned previously), or, preferably, entered in a 
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quarterly or half-yearly summary, from which the Statement of 
Expenses for the balance sheet can be compiled. The monthly total 
of expenses thus compiled can be checked against the total of the 
functional group of expenses. 

We have suggested in this chapter that the expenses according 
to nature can be recorded in the Departmental Expenses Book. 
Some secretaries will desire to record departmental and branch ~ 
expenses in this way, and for that reason we have explained it; 
but other secretaries may doubt the utility of this method, and 
question the expense of time and stationery involved. There is, 
however, an alternative available. The records of departmental and 
branch expenses in the Departmental Expenses Book can be confined 
to functional allocation, for, by the inclusion of a column indicating 
the nature of each item that is recorded according to function, it 
is possible, monthly, or at the end of the trading period, to list 
the expenses according to nature with little trouble if the adding 
machine is brought into use. Students should be familiar with 
both methods, and secretaries will select the method which suits 
best the circumstances of their society. 


Credits. 

Credits for overcharges, allowances, etc., will be received by 
societies from time to time. As far as possible these should be 
deducted from the invoices before they are entered. Where this 
is not possible, they can be entered in red ink in the Trade Expenses 
Analysis Book and Departmental Expenses Book, the amounts 
being deducted from both total and analytical columns instead 
of being added in. Any set-offs can be similarly treated. 


Adjustments for Entry in the Trade Expenses Analysis ‘Book 
and Departmental Expenses Book. 

The principle upon which the adjustments. are treated was 
fully explained in Part I. of this book. ‘The adjustments in a large 
society do not differ in nature from those which were there 
explained, but they are probably more numerous and complex 
because of the greater number of departments and the greater 
variety of conditions in a large society. ‘The subject is more fully 
examined in Chapters IX. and X., but it may be well to consider 
at this point one or two typical charges and adjustments affecting 
expenses that may have to be made at the end of the quarter or 
half year, and this we shall now do. 
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(a) Interest Charges. 

Interest has to be charged to each branch and department 
(including the office) upon the capital it employs in the form of 
(a) land, buildings, and fixtures; (b) stocks; (c) debts for goods 
it has sold. Although there is justification for charging depart- 
ments with the same rate of interest as that nominally paid by 
the society upon share capital or loan capital, the better method 
is to charge them at a rate a little higher than the rate actually paid, 
which, because of odd shillings and odd periods for which interest 
is not paid, is usually a little less than the nominal rate. Something 
a little higher than the actual rate is justified as a departmental 
charge because of the expense incurred in recording and handling 
members’ capital; but this subject and the method of ascertaining 
the average rate is discussed in Appendix VII. 


The interest is charged upon the nominal or reduced values 
of land, buildings, and fixtures at the beginning of the trading 
period, upon the average amount of stocks held during the period* 
(which is likely to be more than the value of stocks at the end of 
the period), and upon the average amount of debts outstanding 
during the period. This amount may be more than the amount 
outstanding at the end of the trading period. 

The interest charge for each branch and department is entered 
in the debit column (the interest charge for each of the three 
purposes being separately recorded) in the Journal, and the total 
in the credit column. ‘The debit entries are taken to the Trade 
Expenses Analysis Book and then to the Departmental Expenses 
Book, and the credit entry to the Interest Receivable Account and 
thence to the Investments Revenue Account. 


(b) Depreciation Charges. 

The wisest policy is to depreciate upon the basis of original 
values. The Co-operative Union recommends this policy and the 
following rates :— 


peuGings and ShHOps ..........1--.. 24 per cent per annum. 
Fixed stock and plant ............. 10 ts » 
(Ske) Cogs! ste aap Ras eee ean 20 #) » 
AMT SS eso ncrideennoniss ee 24. ys r 


ati, MACHAVETY ..cccaccous ugh. soxes 10 bs ‘5 


* See Appendix Vil. 


= 
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Some societies, however, base their depreciation charges upon 
nominal or reduced values, whilst others adopt a half-way standard, 
taking the reduced value at one date to be the original value for a 
series of succeeding years. 

In this chapter we are concerned with the recording of deprecia- 
tion rather than the policy as to the basis to be adopted. The 
question of basis and that. of apportionment of charges where 
several departments occupy one building are discussed in Appendix 
VII. It must be assumed that the society’s records enable the 
secretary to ascertain the original and reduced value of every shop, 
warehouse, workroom, factory, and each set of fixtures, vehicles, 
etc. A separate account for each building should be opened in the 
Property Ledger, and additions should be carried to it and deprecia- 
‘tion deducted from the amount therein recorded. A separate 
record should be kept of the fixtures of each shop, for the 
machinery at each bakehouse, etc., and one for horses, another for 
motors, and so on. The amounts (original and reduced) standing 
to the debit of each account can be tabulated at the end of each 
trading period on a sheet containing a column in which can be 
inserted the depreciation charge for the period, and another for 
recording the value after this depreciation charge has been deducted. 
Looking ahead, it will be advantageous to prepare a tabular state- 
ment with headings similar to the Land, Buildings, Fixtures, Live 
and Rolling Stock Statement contained in the Annual Return, and 
list the separate properties, fixtures, rolling stock, etc., in a column 
at the left of the statement, taking the totals of the summary 
columns relating to each class of property into the statement in the 
Annual Return, and, if necessary, into a corresponding statement, 
if published, in the balance sheet. 

The columns in the tabular statement will give the depreciation 
charge for each of the various shops, warehouses, bakeries, etc., 
and this charge will be entered, through the Journal, as an expense 
of these shops, etc., in the Trade Expenses Analysis Book and 
carried thence to the Departmental Expenses Book. ‘The corre- 
sponding credit entry, or entries, in the Journal will be carried, of 
course, to the appropriate accounts in the Property Ledger. 


(c) Bad Debts. 


When a society allows credit it almost inevitably suffers loss 
through bad debts. Such losses are an expense of the business and 
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should be counted a selling expense, as credit is something largely 
under the control of the shop manager. The amount will reach the 
Trade Expenses Analysis Book via the Journal, and from the Trade 
Expenses Analysis Book will be transferred to the Departmental 
Expenses Book. We have, however, to deal, in addition, with the 
provision of a reserve against debts, not only because some of 
them will prove to be bad debts, but because they are recorded 
at selling value and, presumably, the society will have to allow 
dividend when the debts are paid. All debts should therefore - 
be reduced by a percentage to something like the cost price of the 
goods, and further reduced by a percentage to allow for the non- 
payment of some of the debts. What the two percentages should 
be depends in the first case upon the percentage of gross surplus 
realised by the society, and in the second place upon the probability 
or improbability of the debts being paid. The percentage to be 
deducted for the second reason was higher during the years 1920 
to 1925 than during pre-war years because of the industrial 
depression and the conditions upon which credit was given during 
the years 1920 to 1925. Certain forms of club trading also involve 
tisk of bad debts,.and provision must be made for such losses as 
well as for losses upon goods supplied on open credit terms. 

The correct percentages having been decided upon, the amount 
to be borne by each branch and department must be ascertained 
from the debts owing to that branch and department. These debts 
should be listed as follows :— 


Amount Amount Net Amount 


Gross Amount z 
BRANCH. Reserved for | Reserved 
of Debts. Dividend, etc. || for Bad Debts. of Debts. 


d. | ee ae d. ie S. 


5 So lt xal: £ Ss. 


The second and third cash columns give the amount of the 
charge to each branch or department. It is debited through the 
Journal to the rade. Expenses Analysis Book, whence it is trans- 
ferred to the Departmental Expenses Book. ‘The total of the 
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column of amounts reserved, which is the credit entry in the 
Journal, is placed to the credit of reserve against debts, often called 
“Debts Reserve.” If a reserve against debts existed at the 
commencement of the trading period it should be the subject of a 
reversing entry* (debit to debts reserve and credit to provision 
for debts), so that the provision made as suggested above stands 
as the reserve without any complication arising from previous 
entries. 


From the Trade Expenses Analysis Book and Departmental 
Expenses Book to the Ledger. 

The Trade Expenses Analysis Book and its subsidiary book, 
the Departmental Expenses Book, are books of primary entry, 
and they provide the entries for various Ledger Accounts, which 
will be discussed in a later chapter. 


SUMMARY. 


The recording of trade expenses is a little more complex than the recording 
of some other classes of expenditure, because a variety of classes of expenditure 
has to be recorded, and provision has to be made at the same time for a 
departmental and branch classification. 

Two analytical books are employed—a Trade Expenses Analysis Book, 
and a Departmental Expenses Book (or Department and Branch Trade 
Expenses Analysis Book), or two sections of one book are employed. 

In the Trade Expenses Analysis Book, all expenses are entered according 
to the type of department to which they relate, three types being provided 
for, viz., distributive departments, productive departments, and _ service 
departments. Under each of these three group headings functional classifica- 
tion is provided for by means of separate columns, as follows :— 

DISTRIBUTIVE DEPARTMENTS: Goods and Stock Charges; Selling 
Expenses; Delivery Expenses; Land, Buildings, and Fixtures 
Charges; and General Charges Allocated. 

PRODUCTIVE DEPARTMENTS: Manufacturing Costs; Delivery Expenses; 
Land, Buildings, and Fixtures Charges; and General Charges 
Allocated. 

SERVICE DEPARTMENTS: Direct Costs; Delivery Expenses; Land, 
Buildings, and Fixtures Charges; and General Expenses Allocated. 

In addition to the columns for the three main groups of departments 
referred to in the previous paragraph, a column is provided for warehouse 
expenses, one for general office, one for check office, and (if required) one for 
every other section of the society’s organisation which provides a service 
for other sections and the cost of which has to be apportioned among various 
branches or departments. A separate column has to be provided for each of 
these classes of general expense that have a basis of apportionment Wdifferent 
from that of other general expenses, e.g., a grocery warehouse which serves 
only grocery shops, and the office which serves all departments. In each of 
these columns all the expenses relating to the service there recorded are 
entered, irrespective of their nature. Another column is provided, for similar 


pecans. for general expenses of the society, such as committee fees, auditors’ 
ECy, Gites 


* See Part I, page 168, 
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In addition to the analytical columns that have been here explained, 
columns are provided for recording (a) the number of the invoice, (b) the 
Personal Ledger folio. reference for each item, (c) the date of the invoice, (d) 
the supplier of the invoice, (e) the nature of each item of expense, (f) the 
branch or department to be debited with the expense, (g) the folio in the 
Departmental Expenses Book to which each item is transferred, (h) the total 
of the invoice, and (7) the total of the transfer, this last-named column providing 
for transfers from other columns, e.g., general charges allocated. Wages, 
depreciation, etc., which are original charges, are entered from the Journal 
or dummy invoices. The amounts of the totals of the various columns which 
record general expenses are distributed over the appropriate departmental 
columns at the end of the trading period. 


In the Departmental Expenses Book a separate page is provided for each 
branch or department. These pages are ruled in columnar fashion and provide 
a column for each nature of expense falling under each functional heading. 
By arranging the columns so that all expenses relating to the same function are 
recorded in adjacent columns, an extra column to show the total of each 
functional group can be inserted. The functional group headings and the nature 
of expenses are not the same for all types of departments, and therefore the 
rulings of the pages in the Departmental Expenses Book are not the same 
for all departments. For this reason, the loose-leaf principle can be applied 
with advantage, the requisite number of pages of the different rulings being 
inserted at the commencement of the trading period. 


The Departmental Expenses Book is entered from the Trade Expenses 
Analysis Book, item by item, the latter book showing in each case both the nature 
of each item of expense and the branch or department to which it has to be 
debited. The column totals of all branches belonging to the same department 
can be summarised at the end of the trading period, and all departmental 
totals can then be summarised, if required. 


Various checkings can be effected at the end of the trading period by 
utilising the column totals in the manner explained in the text of the 
‘chapter. 

A Statement of Expenses recorded according to nature can be compiled 
from the data in the Trade Expenses Analysis Book. Each item can be posted 
to a Ledger Account opened for each nature of expense; or, with less trouble, 
the statement can be taken out at the end of the trading period by listing 
the expenses with the aid of the adding machine. Another method is to 
derive the statement from the column totals of the various expenses as 
recorded in the branch and departmental accounts in the Departmental 
Expenses Book. 

Charges and adjustments for interest on buildings, etc., and stocks, for 
depreciation, bad debts, etc., are entered first in the Trade Expenses Analysis 
Book and then in the Departmental Expenses Book. 


QUESTIONS AND EXERCISES. 


fi. Why are two books of primary entry necessary for recording trade 
expenses in a large society ? What is the general function of the two books, 
and how are they related to one another ? 

2. Prepare the rulings of a Trade Expenses Analysis Book and enter 
six items in the book after ruling it. 

3. Prepare the rulings of a distributive department page in the Depart- 
mental Expenses Book and enter six items after completing the rulings. 

4. Prepare the rulings of a normal productive department page in the 
Departmental Expenses Book and enter six items after completing the rulings. 


94 PURCHASES AND INVOICE ANALYSIS. BOOKS. 


5. Prepare the rulings of a service department page in the Departmental 
Expenses Book and enter six items after completing the rulings. 


6. How can the accuracy of the column totals in the General Expenses 
Analysis Book be checked ? 


7. How can the accuracy of the column totals of the Departmental Expenses 
Book be checked ? 


8. In what ways can the Statement of Expenses (according to nature) 
be compiled ? 

9, What alternative is available to the columnar method of recording 
the nature of each item of expense in the Departmental Expenses Book ? 


10. What columns for recording the amounts of the expenses are required 
in the Trade Expenses Analysis Book in addition to those provided for the 
three main groups of departments ? How will the number of these extra 
columns be decided ? 


11. Write out a list of the nature classes of expense likely to be found 
in the distributive departments section of the Departmental Expenses Book, 
and indicate opposite each class the source from which the original entry 
(in the Trade Expenses Analysis Book) is likely to be derived, e.g., advertising 
—advertising agents’ invoice; wages—dummy invoice. 

12. Answer Question 11 with productive departments section substituted 
for distributive departments section. 


13. Answer Question 11 with service departments section substituted for 
distributive departments section. 


ra 14. At what rate and upon what amount should interest be charged upon 
(a) buildings; (b) stocks; (c) debts ? 


15. At what rates and upon what basis of values should depreciation be 
charged by Co-operative Societies ? From what source are the depreciation 
entries in the Trade Expenses Book derived ? 


16. What entries relating to bad debts are likely to be entered in the 
Trade Expenses Book and the Departmental Expenses Book, and from what 
source are they derived ? 


17, A society paid during a certain week £200 for wages, made up as 
follows: General manager, £10; secretary and office, £25; grocery depart- 
ment, £65 (central,£30; No.1 branch;-£20; No.2 branch, £15); butchering 
department, #15; bakery department, £15; drapery department, £30; 
it pis shoe department, £20; grocery warehouse, £7; transport depart- 
ment, £13. 


It also received notice of insurance premium due amounting to £137, and 
made up as follows :— 


— 
“ Grocery Department L., B., and F. (Central, £10; s 
Now Branch 2465) No.2) Branch o)ermects 22 
Grocery Department Stocks (Central, £5; No. 1 
Braneh (25 No, 2) Bratch). 2) liens seeenencees 9 
‘Butchering Department L., B., and F. ................ Ge ptocksia2 = 
“Bakery Dépariment 1; Sevandh) eee | eae ig ; . Se 
7 eWrapery DepartmentsL., By and Ease eteee: 10; » bz 
Boot and Shoe Department L,., B., and F............. 10: 2 ee 
EGrocery Warehouse 1, Bland) Hy. .ceeeeeee nets 10; i LOL 
eOmererley Bs sata Eo <5 scence tessten sateen ae ise he ms 
UTransport Department L,., B., and Fy ...ssesconeeseosee 5: st Qe 


Prepare a Trade Expenses Book and appropriate pages in the D - 
mental Expenses Book and enter the frente ‘bing! Ae he 
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CHAPTER VI. 


tii PRIMARY RECORDS OF SALES AND 
OTHER INCOME. 


primary record in a business have to record :— 
(a) Cash received and paid. 
(0) Purchases and other expenditure. 
(c) Sales and other income. 

We have already (in Chapters I. to V.) explained the books 
necessary to meet the requirements of (a) and (0) in a society that 
possesses branches and more than one department; and in this 
chapter we shall explain the books and entries required to record 
the sales and other income (i.e., reventtle income) of such a society. 


AN was pointed out in Part I. of this book, the books of 


Classes of Income. 

It will be desirable at the outset to ask ourselves what classes 
of income have to be recorded, for the answer to this question 
affects, almost to the point of deciding, the number and nature 
of the books to be provided and the entries to be recorded in these 
books. 

The classes of income are already indicated by the names of 
the various revenue accounts in the balance sheet, for, as was 
pointed out in Part I (pages 42 and 43), the various revenue 
accounts are merely parts of the society’s income and expenditure 
account, this account being separated into three parts for the 
purpose of grouping the items of each class of income together and 
separating them, as a group, from other groups. If, in recording 
the income of a society, we follow the grouping adopted for balance 
sheet purposes, we shall have to record the following classes of 
income, viz.:— 

(a) Trading income; 
(0) Investment revenue income, 
(c) Minor items of revenue income ; 
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and our books must lead us from the stage of primary entry, 
through the stage of Ledger entry, to the final accounts in the balance 
sheet, viz., Trading Account, Investments Revenue Account, and 
Final Revenue Account. We must now consider the recording of 
each of these classes of income, taking them in the order mentioned. 


(A) TRADING INCOME. 


Different Types of Societies have Different Needs. 

Preliminary consideration of the records required to register 
trading income reveals the fact that different types of societies 
have different needs, e.g., productive societies and retail distributive 
societies. The productive societies sell goods in bulk (usually on 
credit), dispatch them by rail to persons some distance away, make 
out an invoice for each delivery, record each invoice amount in a 
Sales Day Book and then in a Ledger Account opened for each 
purchaser, and afterwards credit this purchaser with the amount of 
any payment when it is received and has been entered in the Cash 
Book. ‘The Sales Day Book, kept to record the daily deliveries as 
they are made, is the book of primary entry for the income arising 
from the sale of goods, both the personal and impersonal entries being 
posted from it. In retail distributive societies the conditions are 
quite different. A Sales Book recording each sale is not kept for 
recording the normal sales, as in a productive society, nor is a 
Ledger Account kept for every customer unless every customer is 
trading on credit—an unusual circumstance. Different methods are 
therefore required in the two types of society. 


Productive Societies. 

In the case of productive societies a Sales Day Book must be 
kept to serve as the book of primary entry. It is not necessary 
to describe the nature of this book and the manner of operating 
it, for that task has been accomplished in Part I., Chapter IX., 
and nothing need be added here. 


Retail Distributive Societies. 

In the case of retail distributive societies we must advance a 
stage beyond the explanation of sales recording given in Part L., 
Chapter IX., for there we were concerned with the sales of a society 
that had only one shop, and we have now to visualise the needs of 
societies with several branches and with distributive, productive, 
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and service departments. We were also considering the case of a 
society that traded entirely for cash, and we must now remember 
the needs of societies that allow credit in some form or other. 


If all the trade in the distributive departments is cash trading, 
the cash receipts serve as an exact record of sales; and if all the 
income of the productive and service departments is derived from 
transfers to other departments or from cash trading, the records 
of transfers and cash received will serve as the primary entries 
for the Ledger Accounts of sales that will ultimately be recorded 
in their Departmental Trading Accounts. We propose to act on the 
assumption that the bulk of the trading of the societies whose needs 
we are considering is for cash, and make reference, as. opportunity 
presents itself, to the modifications required to meet the needs 
where credit is given. 


(A) DISTRIBUTIVE DEPARTMENTS. 
Ordinary Cash Sales. 


Where all sales are for cash, the transactions are in the nature 
of double transactions, as explained in Part I. (pages 18, 19, and 88), 
and they can be posted direct from the subsidiary cash book to 
the Sales Account (corresponding to the Cr. side of the Goods 
Account) to be opened for each branch in a Sales and Income 
Ledger. 

The form of Cash Book in which is recorded the cash received 
for sales by each department and branch, viz., the Trade Receipts 
Book, was explained in Chapter II.; and the branch and depart- 
mental sales can be posted from this book, daily or weekly, to the 
various branch and departmental sales accounts in the Sales and 
Income Ledger. Weekly posting is sufficient and causes less work 
than daily posting. The Trade Receipts Book, which is a subsidiary 
cash book, thus serves as the book of primary entry for cash sales. 


Credit Sales. 

If a society gives open credit*, the cash receipts can still be 
employed as the basis of the branch and departmental records of 
sales, if cash trading is predominant. ‘The cash actually received 
will be posted from the Trade Receipts Book to the various sales 
accounts; but as the amount received in cash during any quarter 


* We shall employ this term to describe the eredit given to a member who is allowed to have 
goods in the ordinary way without paying for-them at the mg of purchase, and without entering 
into any agreement, such as a hire-purchase or club agreement, to pay by instalments. 


G 
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will not be likely to coincide with the amount of the sales for that 
quarter, an adjustment of the Sales Account of each branch or 
department in the Ledger has to be effected. 


To effect this adjustment, the branch or departmental sales 
account should be debited at the beginning of the quarter with 
the gross amount of the debts owing at that moment. If those” 
debts are paid during the quarter, and no further credit is given, 
the total cash received for goods by the branch during the quarter 
(which will be credited to the Sales Account) will represent the 
sales for the quarter plus the amount received for the debts owing 
at the commencement of the quarter. The difference between the 
Dr. and Cr. sides of the Sales Account in this case is therefore the 
actual amount of the sales for the quarter. 


In practice, of course, this position is not likely to be created. 
It is more than likely that debts will be owing at the end of the 
period, and the gross amount of these debts must be credited to 


the Sales Account, so that the Sales Account will appear as 
follows :— 


No. 1 GROCERY BRANCH SALES ACCOUNT. 


: Eee Sods if Sad 
anor ls, LO Debts Owing ceccsscsssessees 100 0 0 jane 67. By Cashin cape-cectees aes 400 0 0 
Mar. 31. ,, Balance, Sales for Quarter ty Gs yy)? jy: eae dere hace ceeeeaee 500 0 0 
carried to Branch Tra- Rest of Quarter’Say)).c..cerssrai eee 6000 0 0 
GingyACCOUNt.. «cscs... 6950 0 0 | Mar. 31. By Debts owing .......... 150 0 0 

—$——— es! | 
£7050 0 0 | £7050 0 0 


In the foregoing account, no allowance or provision has been made 
for reserve for dividend and bad debts; the debts have been stated 
in both cases at the gross amount. Such provision for a reserve 
has to be made, as mentioned in Chapter V., but the provision in 
the way of a reserve on debts does not affect the balance of the Sales 
Account transferred to the branch trading account. The writing 
off of a debt does affect the sales, for it reduces the amount of debts 
- owing at the end of the period, and indirectly reduces the balance 

transferred to the branch sales account. The recorded sales would 
thus be reduced by the amount of the bad debts written off, and 
this would create a wrong impression of sales and invalidate many 
statistical records, such as wages cost per £ of sales. Bad debts 
written off should therefore be included in the sales, and debited 
to the Trading Account under the heading of “ Selling Expenses.”’ 
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On the Cr. side of the Sales Account, under the entry ‘‘ By Debts 
Owing,’’ there should therefore be another entry “‘ By Debts written 
off,” and the amount should be added in on the Cr. side, in order 
that the correct value of sales can be ascertained. Bad debts 
written off should therefore be journalised: “‘ Bad Debts (Selling 
Expenses) Dr., Sales Account Cr.” 


Club Sales.* 

The branch or department which is linked with the club method 
of trading should be credited with a club sale as with an ordinary 
sale, at the moment it parts with the goods, whether the goods 
are paid for in advance or by instalments afterwards. The branch 
or department will include in, or forward with, the daily statement 
which it forwards to the office a note of the goods delivered to 
each person on club account, and the name and address (and club 
number if required) of the person to whom the goods have been 
delivered. The total value of goods handed out on club account 
will be transferred by the office staff from the note forwarded by 
the branch to the debit of a sundry club members’ account in the 
Sundry Debtors’ Ledger, and the total amount of cash forwarded 
to the office daily by the branches as club receipts will be credited 
to this account. The balance of this account at any moment, 
therefore, represents the amount owing on account of clubs, this 
balance agreeing with the total of the debts shown by the individual 
club members as recorded in the book next to be mentioned. 


Either the shop or the office must keep an account of the goods 
handed out to each person, and of the instalments paid by that 
person, in a book or books prepared on the lines recommended in 
Appendix II. This book may be considered to be the book of 
primary entry from which the Club Sales Account (if club sales 
are separately recorded) or the General Sales Account of the branch 
or department in the Sales and Income Ledger is posted, the daily 
record of club sales being the amount posted. 

The prices of goods sold through clubs are often increased to 
cover the interest on outstanding instalments and the cost of 
collecting these instalments and operating the system. This subject 
is more fully discussed in Appendix II., which should be consulted. 


# See pages 23, 24 and 106; and also Appendix Il. 
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Hire-purchase Account Sales.* 

The method suggested for dealing with club sales is in its general 
features applicable to hire-purchase account sales. The branch or 
department should be credited with the value of the goods at the 
motnent of parting with them. A note from a duplicate-paged 
book should be passed to the office daily of any goods sold by a 
shop under hire-purchase agreement, and a note of any cash 
received on hire-purchase account should be included in the daily 
cash statement forwarded to the office by the shop manager. From 
the note of total daily sales on hire-purchase account a Ledger 
Account in the Sundry Debtors’ Ledger, headed “‘ Sundry Hire 
Purchasers,” should be debited with the amount of the daily sales, 
and this account should be credited daily with the total cash 
received on hire-purchase account. The balance of this Ledger 
Account represents the total amount owing on hire-purchase 
agreements, and should agree with the total of the amounts owing 
by individuals, as recorded in the book mentioned in the next 
paragraph. 

A special book or books (see Appendix III.) must be kept, either 
in the shop or the office, to show the value of goods supplied to 
each person and the payments made by each person. ‘The various 
columns in this book should agree with the hire-purchase sales as 
recorded in the manner mentioned in the previous paragraph and 
with the cash paid over to the office. This book will serve as the 
book of primary entry for the Departmental Sales Account in the 
Ledger (or a separate Hire-purchase Sales Account, if one is kept), 
this account being credited daily, weekly, or quarterly, as may be 
found most convenient, from the book of primary entry. ‘The value 
of the goods will be kept separate from the interest charge as 


mentioned below, and it is this net value that must be posted as 
sales. 


Prices of goods sold under hire-purchase agreements include 
an element of interest upon the capital which lies idle until the | 
instalments are paid.t ‘The full price charged is, for this reason, 
in excess of what may be called the normal retail price, and it is 
necessary to separate this excess if the value of the sales figure is to 
be consistent for both hire-purchase and ordinary cash sales. A 


* See also pages 23 and 24 and Appendix II. 


= + Something should also be included for the 
are collected by house to house visitation. 


cost of collecting instalments, especially where these 
See Appendix III. for a discussion of the whole subject. 
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full discussion of this subject here would take us beyond the main 
purpose of the chapter, and it is therefore continued in Appendix III, 


Transfers from Distributive Departments. 


Where transfers of goods are made from a distributive depart- 
ment they must ultimately be credited to the Trading Account 
of that department. They can be first recorded in triplicate, over 
carbon paper, in a Transfers Book kept by each branch and 
department, the top sheet going to the receiving department, where 
it will be treated as an invoice, a second copy going to the office, 
the third copy being retained in the book by the transferring branch. 
The office will record these transfers, from its own copy, in a separate 
Ledger Account of the nature of a Branch Sales Account, which 
will be credited.* 


At the end of the quarter the Shop Transfers Book will be 
examined at the office, the entries in the Transfers Account in the 
Ledger being checked against it. This book will be looked upon 
as the book of primary entry for the Ledger postings, the notes 
received during the quarter merely serving as memos. in advance, 
enabling a better check to be kept over the transfer notes passed 
forward by the receiving branch, and also enabling the total trade 
(sales and transfers) of each branch to be ascertained weekly. Since 
these transfer notes should agree with the Shop Transfers Book, 
their employment in the manner suggested does not invalidate the 
claim of the Shop Transfers Book to be regarded as the book of 
primary entry. 


(B) PRODUCTIVE AND SERVICE DEPARTMENTS. 


The income of these departments will be derived in some cases 
from sales, e.g., a dressmaking department; in some cases from 
charges, e.g., a transport department; and in some cases from 
transfers, e.g., goods transferred from bakery to grocery or other 
shops. 

Where the income is derived from sales or charges, the method 
of recording it will normally be the same as that suggested for 
distributive departments, whether the sales, etc., be cash trans- 
actions or not. If credit transactions are frequent, as they may 


* Tt will be similar to the Branch Sales Account, but will be opened in order to keep transfers 
separate from cashsales. If the transfers are not numerous they can be entered in the ordinary Branch 
Sales Account in the Impersonal Ledger, the transfers being separated from the sales at the end of 
the quarter for Trading Account purposes. Transfers can also be entered in the ordinary Sales 
Account, but in a separate column. Transfers of convenience, such as a sack of flour transferred from 
one branch to another, should be deducted from the purchases of the former branch and not treated 
as a sale. 


ae 
— 
— 
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be in a works department, for example, something in the way 
of a Sales Day Book and an Invoice Book may be desirable either 
in lieu of, or in supplement of, the Trade Receipts Book as the 
book of primary entry. If in lieu of the Trade Receipts Book, 
the Sales Day Book will be employed in the manner suggested for 
productive societies, and a Personal Ledger will have to accompany 
it, whilst the debtor’s name will have to be entered in the Trade 
Receipts Book when he pays an account. If in supplement of the 
Trade Receipts Book, the Sales Day Book will be used merely for 
keeping a record of debts, the cash basis being employed for record- 
ing the departmental income. Where the income is derived, partly 
or wholly, from transfers, a Transfers Book must be kept. 


The Transfers Book of a productive or service department will 
contain triplicate: pages, and will be employed in the manner 
suggested for distributive departments (see page 101). As the 
transfers are likely to be very numerous in some departments, 
e.g., the bakery, the Transfers Book should be examined weekly 
at the office, and treated as a book of primary entry from which 
the department’s transfer account |(which corresponds to its sales 
account) in the Ledger is credited. The copy of the transfer note 
which is issued to another department will be treated by that 
department as an invoice in the manner explained in Chapters 
IV. and V. 


Sundry Sales. 

Even a retail distributive society may from time to time have 
sales that can be more conveniently recorded in a Sales Day Book 
than in any other book. Some examples of these sales are the 
sale of machinery, the sale of hides and skins, the sale of manure, 
and even the sale of houses or other property. All these various 
classes of sales can be recorded in a Sundry Sales Day Book, if it is 
found desirable to depart from the cash basis of recording. The 
personal entries from this book will be posted to accounts in the 
Sundry Debtors’ Ledger, these accounts being credited from the 
various subsidiary cash books. At the end of the month or quarter 
the sundry sales will be analysed (see Part I., page 87), and the 
total of each class of sale will be posted to its appropriate 
Impersonal Account. 


Trade Commissions and Dividends on Purchases. 


These can be journalised and credited to appropriate accounts 
in the Sales and Income Ledger. 
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(B) INVESTMENT REVENUE INCOME. 


This class of income finds its ultimate resting place for balance 
sheet purposes in the Investments Revenue Account. ‘The principal 
items covered by the class description are:— 

(1) Interest on share investments (including dividends on 
shares). 


7 (2) Interest on loan investments. 
~ (3) Interest on bank balances (current and deposit accounts). 
_— (4) Interest on advances to members (e.g., for house 


purchase). 

- (5) Interest on hire-purchase and other debts for goods. 

(6) Interest chargeable to Trade Account (for buildings and 
stocks). 

(7) Interest chargeable to House Property Account. 

(8) Interest chargeable to Sundry Property Account (e.g 
buildings, such as halls not used in trade). 

(9) House property rents. 

Other rents (e.g., for halls, allotments, etc). 

The Investments Revenue Income will also include rents 
chargeable to trade where a Property Revenue 
Account is kept and the trading departments are 
charged with rents through this account and not 
direct in the manner explained in Chapter V. For 
an explanation of this Property Revenue Account, 
see Appendix VIII. 


iy J 


— 
ages 
iS 
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land 2. Share and Loan Interest and Share Dividends. 


The books of primary entry for share and loan interest income 
are (1) the Investments and Investment Revenue, etc., Receipts 
and Payments Book, which records the interest actually paid to 
the society during the period; and (2) the Journal, in which the 
amounts due and unpaid at the end of the trading period are 
journalised in the manner explained in Part I. (pages 116, 117, 
168, and 169). “The Journal will also be employed as the book of 
primary entry for any items of interest which may be credited by 
the debtor to one of the society’s capital accounts instead of being 
paid to the society in cash, e.g., share interest receivable from 
the C.W.S. added to the society’s Loan Capital Account by the 
C.W.S. and not paid over. 
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If a society has share investments in a company, its income 
from these investments will be designated dividends, not interest ; 
but for the purposes of the accounts these dividends should be 
treated as interest, i.e., in the same manner as interest receivable 
on share investments in the C.W.S. Such dividends differ from 
C.W.S. share interest, however, in one respect. They vary in 
rate and amount from year to year; and the society is not justified 
in crediting its accounts with any dividend income until that 
dividend has actually been declared by the company, and is not 
fully justified in so doing until payment has been approved by 
the shareholders. It is the custom to pay dividend immediately 
after it has been approved by the shareholders, and therefore the 
entry of its receipt in the subsidiary cash book may serve as the 
primary entry. 


This entry will provide the basis for the posting to the Share 
Interest Receivable Account, in which all share interest and 
dividends (including bonuses or dividends on capital payable by 
copartnership societies) are entered, and from which the balance 
is transferred at the end of the trading period to the Investments 
Revenue Account. Should it happen, however, that the date of 
a society’s quarter end falls after the dividend has been recom- 
mended by the directors of the company, and before it has been 
approved by the shareholders, there is some justification for 
crediting it to the Share Interest Receivable Account. In this 
case the Journal can be employed for the primary entry, and the 
item can be treated in the same way as accrued interest on C.W.S. 
share capital, viz., a debit to Interest Accrued Account (or the 
debtor company) and a credit to the Share Interest Receivable 
Account. At the commencement of the succeeding trading period 
any such entry should be reversed in the manner explained in 
Part I. (pages 168-170). 


If income tax is deducted by the company when the dividend 
is paid in this or any other case, or is deducted by any payer of 
loan interest, the Interest Receivable Account should be credited 
with the gross amount of the interest. As the cash received will 
be the net amount of the interest (i.e., the gross amount less tax), 
the amount of the tax should be journalised—a debit to the 
income tax commissioners’ account in the Sundry Debtors’ 
Ledger, and a credit to the Interest Receivable Account. ‘The 
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addition of the amount of tax to the net amount received—both 
amounts are credited to the Interest Receivable Account—raises 
the total amount credited to the Interest Receivable Account to the 
gross amount of interest, which is the correct amount of the credit. 
When the income tax authorities pay the amount of the society’s 
claim for the deducted amount of tax, the amount received will 
be posted from the Sundry Cash Book (Receipts) to the credit of the 
income tax commissioners’ account in the Sundry Debtors’ Ledger. 


3. Bank Interest. 


The amount of bank interest receivable will have been entered 
from the Bank Pass Book either directly into the Summary Cash 
Book or indirectly through the subsidiary cash book. ‘This Cash 
Book entry is the starting point for the Ledger entry, the amount 
being posted to the Bank Interest Account. Estimated amounts 
at the end of the trading period reach the Ledger Account via 
the Journal; but the Journal entries can be avoided if the bank 
is asked to make up the society’s pass book to the date of the 
quarter end. 


4. Advances to Members. 

A note will be sent periodically to members to whom advances 
have been made, and this note will intimate the amount of the 
repayment instalment due and the amount of interest due. The 
amounts thus debited (by means of the Journal) to members (or 
other persons) for interest should be credited to the Members’ 
Advances Interest Account, the. balance of which will be credited 
to the Investments Revenue Account at the end of the trading 
period. The Cash Book entry when payment is made will be credited 
to the member’s personal account in which he has already been 
debited with the interest. 

The date when the interest on a member’s advances becomes 
due may not be the same as that upon which the society’s trading 
period ends, and allowance may have to be made at the end of 
the quarter or half year for interest accruing during an intervening 
period. ‘This allowance can be provided for by means of Journal 
entries in the manner suggested for accrued interest on shares 
and loans. 
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5. Interest on Hire-purchase and other Debts. 

(a) DEBTS ON OPEN CREDIT.—Where interest is to be charged 
on debts resulting from the granting of open credit, the debts of 
each branch will be listed at the end of the quarter on a sheet, or in 
a special book, provided with a column for recording the amount of 
interest chargeable on each debt. The total of this column will be 
the subject of a Journal entry, the goods and stock charges of the 
branch being debited through the Trade Expenses Analysis Book 
and Departmental Expenses Book (under the heading of Interest 
on Credit Accounts), and the Interest on Debts Receivable Account 
(ultimately to be closed by transfer to the Investments Revenue 
Account) being credited with the amount thereof from the Journal. 

If interest is chargeable on some debt that is paid during the 
quarter, and therefore not included in the list referred to above, 
a Journal entry can be made for such interest at the time of payment 
in the manner suggested above for treating the interest on the whole 
of the debts owing at the end of the quarter. Alternatively, the 
debts record prepared at the end of the quarter may be arranged 
to include all debts and interest thereon, whether paid during the 
quarter or still outstanding at the end of the quarter. If this method 
is followed, only one entry for interest on debts is required each 
quarter. As debts are usually reduced at the end of the quarter, 
it is better to base the interest upon the average amount of debts 
for the quarter (see page 89). 

(6) Crus AccounTs.*—Where credit is given through the 
medium of club trading, a higher price than the cash sale price 
should be charged for the goods sold through the club in order to 
cover the interest on the instalments outstanding} (as well as the 
cost of operating the club). The interest on club accounts for the 
quarter must ultimately be credited to the Interest on Debts 
Receivable Account. The subject of club accounts is further 
discussed in Appendix II. 

(c) HIRE-PURCHASE AccouNTSs.{—Two principal methods of 
dealing with hire-purchase accounts are available and in operation 
(see Appendix III.). In one method the branch or department 
keeps the records, and in the other the branch or department is 


%* See also page 99. 


t If the club is organised on the '‘ draw ” principl 
i t ple, so that the value of goods handed out weekl 
equals the total instalments received weekly, the question of interest does not arise. Some lediers 
are paying in advance and are providing the credit for the members who are fortunate in the draw. 
t See also page 100, : 
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credited with the sale immediately it is effected, and the task of 
keeping the record of debts and payments and that of collecting the 
instalments are transferred to the office. In either case, the interest 
charge should ultimately be credited to the Investments Revenue 
Account as interest on debts. The subject of hire-purchase accounts 
and the records connected with them is discussed fully in Appendix 
III., and the subject need not be pursued further in this paragraph. 


6. Interest Chargeable to Trade Account for Buildings 
and Stock. . 

The charge for interest on capital employed by trading depart- 
ments in the form of buildings and stocks will be ascertained at 
the end of each trading period. The basis of the charge for buildings, 
fixtures, etc., will be the nominal value at the beginning of the 
period plus the original value of any additions during the period. 
If the latter are considerable, in terms of money, this second part 
of the charge should have regard to the time element and be 
charged from the date when the additions were made. If they are 
inconsiderable it is hardly necessary to go to the trouble of separating 
the additions from the original assets. The basis of the charge for 
stocks has already been explained (Part I., page 177; Part II., 
page 89), and the subject is further discussed in some of its aspects 
in Appendix VII. 

The correct charge having been ascertained it will be journalised, 
the land, buildings, and fixtures charges for each department or 
branch being debited* with the interest on land, buildings, etc., 
and the Goods and Stock Charges Account being debited* with 
the interest upon stocks, the credit entries corresponding to these 
debits being posted from the Journal via an Interest on Land, 
Buildings, and Fixtures Account and an Interest on Stock Account 
to the credit of the Investments Revenue Account. 


/. Interest on House Property. 

This interest charge will be made at the end of the quarter 
through the Journal. The House Property Revenue Account (which 
appears ultimately in the Investments Revenue Account) will be 
debited} with interest on the nominal value of house property at 
the beginning of the period (with an adjustment for any property 
bought or sold during the period), and the Interest on House 


* Via the Trade Expenses Analysis Book and Departmental Expenses Book. 
+ Via the General Revenue Expenses Book. 
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Property Account will be credited, the balance of this latter 
account being transferred to the Investments Revenue Account 
when the books are balanced for balance-sheet purposes. 


8. Interest Chargeable on Sundry Property Not Used in Trade. 


The amount of this interest is ascertained at the end of the 
trading period, and is based on the nominal value of the property 
at the beginning of the period plus any additions and less any 
reductions during the period. The Journal is the book of primary 
entry. The Expenses of Property Not Used in Trade Account 
is debited* and a special Interest Receivable Account is opened 
and credited with the amount, the balance of both accounts being 
transferred to the Investments Revenue Account when the Ledger 
Accounts are balanced at the making-up date. The question may 
be asked: Why should these entries be made since they both 
ultimately appear in the Investments Revenue Account on 
different sides? The answer to this question is to be found in the 
necessity for keeping a record of the cost of all capital upon which 
the society has to pay interest, and the return to that capital in 
its various employments,t and the equally important necessity of 
keeping a record of the annual cost of all property and the income 
derived from it. 

Where a society buys a building or a building site and does 
not occupy it, the interest on the idle capital thus invested should 
be credited to Interest Receivable Account for Land and Buildings 
Not Used in Trade and added to the cost of the building or land, 
to be afterwards written off with the purchase price in depreciation. 


9. House Property Rents. 


Hither the rents chargeable, or the cash received for rents, can 
serve as the starting point for the entries that will be recorded in 
the House Rents Account in the Impersonal Ledger, and ultimately, 
as the balance of this account, in the Investments Revenue Account. 


If rents chargeable be the basis, the society’s rent book will be 
the starting point. The total weekly charge will be credited to 
the House Rents Account in the Impersonal Ledger and debited 
to a Sundry Tenants’ Account in the Sundry Debtors’ Ledger. 


* Via the General Revenue Expenses Analysis Book. 


t Large societies may desire to separate the interest items of the Investments Revenue Account 


a Pee an Interest Account, the balance of which will be transferred to the Investments Revenue 
ccount. 
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This Personal Account will be credited from the weekly total of 
rents received, as recorded in the subsidiary cash book. In this 
case, the balance of the Sundry Tenants’ Account will show the 
amount of the rents owing at the end of the trading period, and 
this amount will be required for balance-sheet purposes. It should 
agree with the total of the debts owing by individual tenants, as 
recorded in the rent book. 


If cash receipts be taken as the basis, the daily receipts, or the 
weekly summary total, can be posted to the credit of the House 
Rents Account in the Impersonal Ledger, whence the total or 
balance for the period will be transferred to the Investments 
Revenue Account at the end of each trading period. If there are 
rents owing at the beginning or end of the period, the Impersonal 
Account will require to be adjusted in the manner suggested for 
sales on page 98. 


Interest on Reserve Funds. 

The method of recording capital costs and capital earnings, 
described in this and earlier chapters, shows the earnings of all 
capital, irrespective of its nature, and includes the earnings of the 
surplus of assets over liabilities constituting the reserve and 
insurance funds; but there is no charge on the debit side of the 
Interest Account or Investments Revenue Account for the interest 
on these funds unless specially made. In principle, there cannot 
be; for such a charge, which is made by some societies and added 
to the amount of the reserve fund, is of the same nature as share 
interest in at least one important respect: it is a disposal of surplus, 
and not a charge that can properly be made unless there is a surplus 
on the whole of a society’s activities. Where a society, wisely, 
wishes to increase its reserve and insurance funds by the amount 
of interest on those funds, it should treat the amount as an alloca- 
tion of surplus through its Disposable Balance Account, even if 
the amount has been first debited to the Investments Revenue 
Account (see pages 177, 187, and 196). 


Property Revenue Account. 

Some societies, instead of treating the charges and earnings of 
property in the manner explained in this and previous chapters, 
keep a Property Revenue Account, which is debited with all the 
charges on all the property, and is credited with rents charged to 
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the various branches, departments, etc., on a commercial basis. 
The balance of this account shows whether the society, as property 
owner (as distinct from the society as a property user) has a surplus 
or not upon its investments in property. It would probably confuse 
the student if this alternative were discussed fully at this stage, 
and the subject is therefore relegated for consideration in Appendix 
Vill. 


(C) MINOR ITEMS OF REVENUE INCOME RECORDED 
IN FINAL REVENUE ACCOUNT. 


The Classes of Income and their Treatment. 

The classes of income which find their final resting place in the 
Final Revenue Account are few in number, and most of the items 
falling into these classes are likely to occur but occasionally. Bank 
agency commission and insurance commissions are quoted as typical 
of the items likely to arise. Both these classes of item can be 
posted from the subsidiary cash book to the Impersonal Ledger 
Accounts opened for each of them, the balances of these accounts 
being transferred to the Final Revenue Account when the balance 
sheet is being prepared. 


IE LEDGE: 


We have now completed our explanation of the primary entry 
of the various items of income likely to arise in the course of a 
Co-operative Society’s operations. This explanation has in some 
cases carried us beyond the primary entry to the secondary entry 
in the Ledger, the explanation of this further step making the 
first one more easily understood. It is necessary, however, to 
consider the Ledgers at greater length, and this consideration will 
be given in the next chapter, which will be devoted to an explana- 
tion of the various Ledgers and their relation to the books of 
primary entry on the one side and to the balance-sheet accounts 
on the other. 

SUMMARY. 


_ _Three principal classes of income have to be recorded, and they are 
indicated by the balance-sheet division of the accounts, viz., trading income 
investment revenue income, and minor items of revenue income. A separate 
book of primary record is required for each class. 


TRADING INCOME.—Diflerent types of society have different needs to 
consider when deciding the appropriate book of primary entry. A productive 
society selling goods on credit will employ a Sales Day Book. The personal 
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entries from this book will be posted to a Sundry Debtors’ Ledger, and the 
impersonal entries will be the monthly totals posted to the credit of a Sales 
Account. Retail societies, whose sales are principally cash sales, will employ 
the cash basis, and will post from the subsidiary cash book, daily or weekly, 
to the Departmental and Branch Sales Accounts. If credit is allowed, the Sales 
Account must be adjusted for debts owing and debts written off. Club sales 
and hire-purchase sales are credited to the Sales Account when the goods are 
handed over. The total amount of the daily sales is posted in each case to the 
debit of a Sundry Debtors’ Account for club sales (or hire-purchase sales), and 
the amount received daily on these accounts is posted from the cash receipts 
to the credit of this account, thus showing the balance outstanding. Transfers 
from a department (other than convenience transfers), though separately 
tecorded for Trading Account purposes, are treated as sales by that depart- 
ment, and as purchases, but separately recorded, by the receiving department. 


INVESTMENT REVENUE INCOME.—The primary book of entry for share and 
loan interest income is the Investments and Investment Revenue Receipts and 
Payments Book. The column totals are posted to the Share Interest Receiv- 
able Account and the Loan Interest Receivable Account in the Sales and Income 
Ledger. Adjustments have to be made for accrued interest not paid and for 
any income tax deducted. Bank interest is entered from the Bank Pass Book 
to the Cash Book, and thence to a Bank Interest Account in the Sales and 
Income Ledger. Interest on advances to members is entered from the sub- 
sidiary cash book to a special Ledger Account in the Sales and Income Ledger. 
Interest on members’ debts on open account will be credited from the Journal 
to a special account in the same Ledger, and if any interest is charged to club 
and hire-purchase accounts, the amount will in each case be credited from a 
Journal entry to the credit of a special account in the Sales and Income Ledger. 
Interest on (a) buildings, (b) stock, (c) house property, and (d) other property 
not used in trade will likewise be credited (from a Journal entry) in each case 
to a separate account in the same Ledger. House property rents can be 
credited to the House Rents Account in the Sales and Income Ledger, either 
from the total of the weekly rents charged to tenants, or from the cash received 
as recorded in the subsidiary cash book; but, if the cash basis is adopted, an 
adjustment must be made for debts owing at the commencement and at the 
end of each period. 


Interest added to reserve and insurance funds is a disposal of surplus, not 
a tevenue charge. A Property Revenue Account is kept by some societies 
in lieu of the charging of interest and depreciation to branches. It is debited 
with expenses of all property, and credited with commercial rents charged to 
branches. 


Fina, REVENUE INCOME.—Not many items fall into this class. They 
are posted from the subsidiary cash book or Journal. 


QUESTIONS AND EXERCISES. 
1. What are the three principal classes of income to be recorded in a retail 
distributive society ? Give two examples of each class. 


2. Explain the manner in which the income of a productive society finds 
its final resting place from the book of primary entry. 


3. How are debts, bad debts, and provision for bad debts treated in relation 
to sales when ascertaining the sales figure for the Trading Account ? 


4. How, and when, are club and hire-purchase sales entered in the Sales 
Account ? 
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ot 5. How are transfers of distributive and productive departments treated 
in building up the Trading Account ? 


“al 


6. Explain the manner of recording the following items up to and including 
their entry,in the Sales and Income Ledger :— 


terest on share investments. 
terest on loan investments. 
nterest on bank balances. 
nterest on advances to members. 
“Interest on members’ debts. 


7. Explain the manner of recording the following items up to and including 
their entry in the Sales and Income Ledger :-— ; 

Interest chargeable.to Trading Account. 

Interest chargeable to House Property Account. 

Interest chargeable on sundry property not used in trade. 

House property rents. 

Other rents receivable. 


8. Explain the nature and preparation of a Property Revenue Account, 
and discuss the advantages claimed for such an account. 


*~ 9. How should interest added to reserve and insurance funds be treated ? 


Give reasons for your answer. 


10. What class of income finds its resting-place in the Final Revenue 
Account ? Give two examples and trace the entries of these items from the 
book of primary. entry to the balance sheet. 


11. In what circumstances will a retail society keep a Sales Day Book 
and a Sundry Debtors’ Ledger ? 


12. How would you adjust your income account in the following cases :— 


£10 deducted for income tax on loan interest (cash received, £40). 
A £25 share interest due but not paid. 
724100 share interest due and transferred to Loan Account by the 
creditor ? 


13. Upon what basis should interest be charged in the case of (a) debts 
and (b) stocks ? 


14. Upon what basis should interest be charged in the case of land, 
buildings, and fixtures ? 


> 
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CHAPTER VII. 
Pit e EE DGERS: 


AVING, in Chapters I. to VI., considered the books of 
ial primary entry, we shall now direct our attention to the 
Ledgers. We must remember that, as was pointed out 
in Part I., the various Ledgers employed by a society are really 
parts of one Ledger. ‘The different classes of Ledger entries are 
separately recorded in different Ledgers merely for convenience. 
How many Ledgers there shall be depends upon the extent of 
the division of the classes of Ledger entries, and this depends 
upon the size of the business and the nature of its operations. 
Usually there will be some relationship between the number of 
Ledgers and their contents on the one hand, and the number of 
books of primary entry on the other. In selecting the classification 
of Ledger entries for the purpose of the Ledger division adopted in 
this book, we have had in mind a fairly wide range of societies. 
Small societies may find their needs served by a smaller number 
of Ledgers, and larger ones may require to carry their classification 
further and employ a larger number of Ledgers. 
The Ledgers we shall adopt and explain are— * 
Share Ledger. 
Loans Ledger. 
Savings-Bank Ledger. 
Sundry Creditors’ Ledger. 
Sundry Debtors’ Ledger. 
Goods and Expenses Ledger. 
Sales and Income Ledger. - 
Investments Ledger. 
Property Ledger. 
Private Ledger. 
These Ledgers will be examined in turn. 


* See Appendix IV. for reference to C.W.S. Purchase Book and Ledger, Appendix I. for Savings- 
Bank Accounts, and Appendix II, and III, for Hire-purchase and Club Accounts. 


H 
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SHARE LEDGER. 


The Share Ledger Rulings and Entries. 

‘The principle of the Share Ledger was explained in Part L., 
Chapter XII., and it now remains to add something about the 
form and entering of this book.* We shall deal only with 
withdrawable shares at this stage. 

Every shareholder, i.e. member, must be given a number, and 
‘this number will be the number of his or her account. One page 
may be assigned to each member, or, if a wider page is used, two—— 
accounts may be entered on one page side by side; but this second 
‘method, whilst economical in regard to paper and time, increases 
‘the risk of items being posted to the wrong account. The following 
‘ruling meets the needs, but various alternative rulings are employed 


by societies. 
SHARE LEDGER. 7+ 


IVemibetesnNainlenysacceestesee tee neseseccer ere Members INOsesscceeescoeee 
JINTGLOR AES Cae Sen bao ea oe EepneRe cer EEnnnerenoooc Admitted ces eee 
eee re Pee ree oF Withdrawitiesc eee 
Date | 0 | ee Be } ce | ‘ | me | Present 
| Folio. aeaaaiss | Fines. | inet | Interest. Dividend. ae 
| elelal¢[=lal <¢l=lal ¢l=lal ¢lelal «isle 
| eae at | 
| Pewee meme, | 
a b ye) | \a| Je} | fl | z lin 
| | _ ARS ss | | | | 


The entries for columns (c), (d) and (e) are derived from the 
Share Contributions and Withdrawals Book. The entries - for 
‘columns (/) and (g) are derived from the Shares Summary at the 
end of the quarter, but the amounts of interest and dividend must 
not be added to the member’s share capital until the society has 
received his actual or implied consent for their addition. This 
consent is usually given by the member not withdrawing the interest 
and dividend within a stipulated time. 


Shares Summary. 
At the end of the quarter a summary of all the share accounts 
is prepared, preferably on sheets ruled as follows:— 


* A Jar Be society, because of the number of its members ands a Ss, ™m divi i 
F 3 ( : hare account: > ay ide this book 
The share pass book issued to the member can be simil 1 i 
k malin arly ruled, but does not require the Cash 
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1 oT fh a Y a f{ a p 2 q Dv 
ESaNIEUeS eT | sDu “Samer Wap INES 7 HGP VS lee ep TS NBS) oF DISH F Bispelso) Ge Wms) Fo i spiesi| 7 
*yUTLODDY : 
aieys 0} “UMeIPTIM, *ro}1eENnG “roqrend) *puspiarg *4S910] UT “roq1en?) *roqren() “oN 
perreysurry *royren() “aaqenty 10} UI “mIR|D Suump quesoid 4Sel aueys 
IO} I$ yysnoiq quosoig sjeaverp Ssurmp jo pua je 5,10q 
pueplaidg yso10} Uy syooyg 10 “AA suory Tendeg ae 
saseyomg : “AaLUVAG) ONTNAG -nqiyu09 areys WN 
‘aNAGIAIG] NV LSAAALN] CAYATISNVAT, SINAOWY 
‘9061 “SIE HOUVN ONIGNA YALYVNO YOA AUVNWNAS SAAVHS 


116 THE LEDGERS. 


The individual share accounts provide the entries for columns 
(a), (0), (c), (4), (e), (f), and (g). The check office supplies the data 
for column (h). ‘The interest has to be calculated from the entries 
in the individual share accounts, for these alone will give the infor- 
mation as to the time for which interest has to be paid on various 
amounts.* ‘The amount of interest due to each shareholder is entered 
in column (7) in the summary. The entry in column (j) is derived 
from column () when the rate of dividend is known. If the 
member withdraws the interest and dividend during the period 
assigned for making such withdrawals, the entry is made in column 
(k), and if the member does not withdraw these amounts within the 
stipulated time, their total is entered in column (/) and transferred 
to the member’s share account. 


The totals of the various columns enable various entries to be 
checked. The total of column (6) can be compared with the 
amount of share claims in the last balance sheet; and the total of 
column (g) can be compared with the amount of share claims in 
the current balance sheet. The totals of the contributions and 
withdrawals, columns (c) and (/), can be compared with the totals 
in the Share Contributions and Withdrawals Book and with the 
contributions and withdrawals in the Cash Account. Columns 
(d) and (e) (interest and dividend added to share account) can be 
compared with the column (/) (amount transferred) of the previous 
quarter. The total of the two totals (7) and (7) should agree with 
the two totals (k) and (/), and the total of (k) should agree with 
the total of withdrawals in the subsidiary cash book. 


The total of column (7) (share interest for quarter) gives the 
amount of share interest to be debited (through the Journal and 
via the General Revenue Expenses Book and Share Interest Ledger 
Account) to the Investments Revenue Account, and credited to 
Part B of the Disposable Balance Account. It is afterwards debited 
to the Disposable Balance Account, and the individual amounts in 
the Shares Summary make the corresponding credit. ‘The total 
of column (7) (dividend for quarter) is the amount required for 
the “ Proposed Disposal of Available Balance”’ in the current 
quarter's balance sheet, and becomes the allocated amount in 


Part A of the Disposable Balance Account in the next quarter’s 
accounts. 


* If the society closes its books for share withdrawals durin < i . 
J ‘ g the week preceding the quarter en 
(as companies close their books for the transfer of shares), the calculation of gates for ‘the ee 
can be commenced and probably completed before the making-up date. 
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Transferable Shares. 


Where the whole of the shares are transferable shares, the 
Ledger rulings shown on page 114 are not appropriate, and the 
following rulings should be substituted :-— 


Berrie SINGING. tees oo ee saci hence ek Niember’s Nou. 20. .0..0es. ces 
LUNGS co a ae si i et aa ERCIMI CEG CL scat. or drone ae che 
Ate SRB SRGE SON AAAS Sa eae aN Mee WiTENCMA Wile ares cr cce es 
Ne | SHARES ACQUIRED. SHARES er oe Or | PRESENT CLAIM. 
Trans. ||+ s = wae ese 
Date.| No., | | 
cue Bs i} | Numbered || Amount Numbered || Amount Amount 
CB. Nua |e Paid Num- __|| Repaid || No. of to 
Rep a ber. on ber. on Shares.|| Credit 
From | To Shares. From) To Shares. Ai 
| £\s./a. giteilanll pista, 
i] 
| 
! | | 
i | | 
I | | 
a b 1 c d e Lei g h a j k l 
\ 
1] 
| | | 
| | 
i] 
|| { | 


The number of shares acquired—whether by allotment or transfer 
—is inserted in column (c) fromthe Allotment Book, Transfers Book, 
or Cash Book, and the progressive numbers of these shares in columns 
(d) and (e). The amount received by the society on account of | 
these shares is entered, from the Cash Book, in column (/). Transfers 
and repayments are entered from the Transfers Book and Cash Book 
in columns (g), (A), (7), and (7), and the balance, being the claim at 
the end of the trading period, is entered in columns (f) and (/). 

The amount paid for shares by a transferee to a transferor does 
not affect the entry in column (f), which is the amount that has 
been received by the society on account of the shares; and the 
shares may be sold for more or for less than this amount. Dividends 
and interest transferred to Share Capital Account are entered in 
column (f) along with cash receipts on Share Account. Both transfers 
and repayments—for even transferable shares may be repaid—are 
entered in column (7), but should be entered in different coloured 
inks. When tHe shares are transferred, the amount entered should 
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be the amount paid on the shares as recorded in column (f), and 
when repaid should be the actual amount repaid. The entries in 
columns () and (J) are, of course, the balances of (c) and (g), and of 
(f) and (7). 

Transferable Share Accounts, like Withdrawable Share Accounts, 
can be summarised, and the total of the balances of the individual 
accounts can be checked by means of the summary. 


Transferable and Withdrawable Shares in One Account. 

Where a society has both transferable and withdrawable share 
capital, it is usual for a member to be required to hold a minimum 
number of transferable shares—1, 2, 3, 4, or 5—and not a variable 
number. In these circumstances, the needs of the case are met if 
columns are inserted before the contributions column in the Ledger 
employed for recording withdrawable shares to record this minimum 
number (quantity) of shares and the numbers of the shares that 
have been allocated to the member. The withdrawable share 
capital credited to the member does not accumulate until all the 
transferable shares are fully paid, ie., until the share capital 
standing to the credit of the member is in excess of the nominal 
value of the transferable shares he is expected to hold. The 
member should not be allowed to withdraw below the amount of 
this nominal value. The remaining shares, i.e., the transferable 
shares (subject to the rules of the society) should be transferred, 
not withdrawn,* and for this reason column (c) in the Share Ledger 
should be headed “‘ Withdrawals and Transfers’’ in those cases 
where a part of the capital is transferable share capital. 

It is necessary, when transferable shares are to be recorded, to 
keep a register of the shares and the owners of them in numerical 
order. Any transfers are, of course, recorded in this register, and 
through the owner-name the shares in the register can be traced 
to the Share Ledger. 


THE LOANS LEDGER. 


The Loans Ledger is simpler than the Share Ledger, because 
the accounts are less numerous, deposits and withdrawals occur 
less frequently, and the element of dividend on purchases does 
not enter into the records. The deposits and withdrawals on loan 
account are derived from the Loan Deposits and Withdrawals 


* Where rules make the necessary provision, they may be repaid under certain conditions. 
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Book, and are posted to each loanholder’s account, which can be 
tuled in ordinary Ledger Dr. and Cr. fashion, or in the following 
manner, which is a common type of ruling. The page number of 
the Deposits and Withdrawals Book is entered in the Cash Book 
reference column of the Loans Ledger when an entry is made. 


LOANS LEDGER. * 


INO mob leoanholder G..c.c2..0.0 Conditions: Notice of ...... months. 
BOL eMNOR ce Sem ccee eet 8 ios « va.aisis dn Ratevor imterest: -.........-. per cent. 
eee \ een oe tare Cha ss 805 NalureOl SECUITILY <<. esccusscerdatnaatas 
ANGIGHRESS GHEY leases sR RS eat : 
PEOAMMOLMET, | ncceccnacmace cons eesces OthermRemnatks.e ss see eee cae 
Cash Dr Cr. Cr. Cr. 
Dat Book Balance— 
are. Ref. Withdrawals. Deposits. Interest. Present Claim 
Folio. of Loanholder. 
eS aS en ees. | | eee, a, 
| a aes fal so le Pe sah cd fe leas eae 


| 


At the end of the quarter a Loans Summary is prepared on the 
lines of the Shares Summary. It will be ruled as follows:— 


LOANS SUMMARY. 


Fr ] 
Loan- H 
holder’s | face «I 
No. or N | Balance at Interest Total Ae || Balance at 
Loans re ame of || end of last || Deposits. for Columns, during || end of 
aud oanholder. Quarter. Period. c, d, and e. Guaiten Quarter. 
Ledger : 
Folio. | | = 
Wefeltse delle iis. id Gesell cote Galisaiiide |i 6 Saas iiegeteser i 
| | | 
| 
| 
a b c d é ima g h | 
| | 
| | | 
| | 
| | | 
Ul | | I | 


* The loans pass book issued to the loanholder can be similarly ruled, but does not require the 
Cash Book reference column. 
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Loan interest differs from share interest in being a charge 
against the business—whether the trading results in a surplus 
or a loss—whilst share interest is an allocation from the surplus. 
The amount of loan interest must therefore be credited to each 
loanholder’s account before the accounts are closed. The loan 
interest is accordingly calculated for each loanholder at the end 
of the quarter (or time of withdrawal if an earlier date) and entered 
“in the loanholder’s account and in the loans summary sheet in 
the interest column. ‘The total of the interest column in the 
summary gives the amount of charge for the General Revenue 
Expenses Book (the total of the loan interest column in this book 
is posted to a Loan Interest Account, and thence to the Invest- 
ments Revenue Account). The amount of this total is journalised 
(or made the subject of a dummy invoice), the debit entry being 
made in the General Revenue Expenses Book. ‘The entries in 
the various loanholders’ Ledger Accounts are the corresponding 
credit entries. 


The completion of the Loans Summary enables the clerk to 
check various other totals. The total of column (c) (balance at 
end of last quarter) should agree with the amount stated in the 
last balance sheet; the total of column (d) should agree with the | 
total of the receipts in the Loan Deposits and Withdrawals Book; 
the total of column (g) should agree with the payments in the same 
book; and the total of column (h) should agree with the amount 
of loan capital included in the liabilities in the balance sheet for 
the current period. 


SAVINGS-BANK LEDGER. 


The Savings-Bank Ledger may be modelled on the lines of 
the-Loans Ledger, but reference has already been made to the 
fact that an alternative form of accounts is employed in many 
societies, and this is explained in Appendix I. 

If a Ledger of the type of the Loans Ledger is employed, the 
accounts will be summarised at the end of the quarter in the manner 
recommended for loans. The General Revenue Expenses Book 
will record the total interest for the period from either a dummy 
invoice or a Journal entry; and from the General Revenue Expenses 
Book the charge will be recorded in the Savings-Bank Interest 
Account in the Goods and Expenses Ledger, and afterwards trans- 
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ferred to the debit of the Investments Revenue Account. ‘The 
corresponding credit entries for this interest will be the amounts 
entered in the Ledger Accounts of the individual depositors in the 
savings-bank. The usual checks can be made from the Savings- 
Bank Summary. Savings-Bank interest, like loan interest, is 
credited to the depositors’ accounts before the balance sheet is 
made up. 


SUNDRY CREDITORS’ LEDGER. 


This Ledger is of the nature of a Personal Ledger, and corre- 
sponds to the Personal Ledger which was fully explained in Part I. 
It records the personal side of all transactions with creditors other 
than those relating to (a) share, loan, and savings-bank receipts 
and (b) investments. It will thus include the personal entries 
relating to purchases (revenue and capital expenditure) and expenses 
of all kinds. It will also include accounts which refer only to the 
Receipts and Payments Account, and have no connection with the 
revenue accounts, e.g., sums received from some person on account 
of a third party would be credited to that third party in the Sundry 
Creditors’ Ledger.. An amount receivable for a collective life 
assurance claim would be credited to an account opened in this 
book for the beneficiary, and it would be debited to the payee 
when paid out. The education department, when it maintains 
its own banking account, can be credited in this book with its 
grant, and debited with the payment of the grant. Staff guarantee 
deposits can also be entered in this book, or in the Loans Ledger. 
If a society undertakes a collection on behalf of an institution, 
the institution can be credited and then debited in this Ledger. 


SUNDRY DEBTORS LEDGER OR SALES 
ia ilk 


This Ledger, like the Sundry Creditors’ Ledger, is of the nature 
of a Personal Ledger. ‘The need for this Ledger will seldom arise 
in a retail society, and will never arise at all in some societies. 
It will be a necessary and important book in a productive society, 
and will be posted from the Sales Day Book (debits) and from 
the Cash Book (credits). Where a retail society has a department, 
such as a painting department, which undertakes work on a large 
scale outside the society’s own departments, a Debtors’ Ledger 
or Sales Ledger will be required. In such a case, a Departmental 
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Sales Day Book will be required as a book of primary entry. A 
Departmental Invoice Book can be employed to serve as a Sales 
Day Book, but in this case the page totals should be carried forward 
to a monthly or quarterly total, corresponding to the total of a 
Sales Day Book. 


The Sundry Debtors’ Ledger may also be employed for recording 
the Sundry Tenants’ House Rent Account, mentioned on pages 
108 and 109, and sundry amounts such as debits against the income 
tax authorities for tax reclaimable. 


GOODS AND EXPENSES LEDGER. 


This Ledger is of the nature of an Impersonal Ledger. In this 
Ledger we shall have to record separately each functional class of 
expense for each group of departments, and, if required, each nature 
class of expenditure. Separate accounts for each branch or depart- 
ment will be required, in addition, for recording the departmental 
expenses of each department and branch. We must now examine 
the accounts in some detail. 


Goods Purchased Accounts. 

It will be desirable to open a Purchases Account for each depart- 
ment and branch, and debit each account with the purchases 
recorded in the Goods Purchased Book for the branch or department. 
These debits may be entered weekly, but if they are made in total 
at the end of the trading period, and if we are sure that there will be 
only one entry for each branch or department, one Ledger Account 
for purchases of goods would suffice, a line being given in it to each 
branch or department. The Goods Purchased Account, or accounts, 
will be closed by a transfer to the Branch and Departmental 
Trading Accounts. Carriage inwards, if not already included 
with purchases in the Purchases Book, must now be entered in the 
Goods Purchased Account. 


r 


A special account must be opened for the warehouse, to be 
debited with the purchases and credited with the transfers to shops 
as recorded in the Goods Purchased Book. 


A special account is required because the warehouse does not 
trade as a shop does, and therefore its purchases are not transferred 
to a Departmental Trading Account, but must, nevertheless, be 
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taken into account when making up the Trading Account for the 
balance sheet. The amount to be added to the departmental 
purchases in order to obtain the total purchases for the Trading 
Account of the balance sheet is the difference between the ware- 
house purchases and the transfers to branches. The transfers may 
be greater than the purchases (in which case the warehouse stock 
has fallen); and if this is so, the difference must be deducted from 
the total of the purchases debited to the Departmental Trading 
Accounts. The total thus adjusted should agree with the invoice 
column in the Goods Purchased Book. 


Trade Expenses. 

Three principal Ledger Accounts for expenses must be opened— 
for distributive departments, productive departments, and service 
departments respectively; and to each of these accounts the total 
of the expenses of that group of departments must be posted from 
the Trade Expenses Analysis Book, the total of each functional 
group of expenses being separately recorded, as shown below. 
These three accounts will be closed by transfer to the Summary 
Trading Account included in the balance sheet. 


DISTRIBUTIVE DEPARTMENTS’ EXPENSES 


Dy. (Recorded According to Function). Cr. 
Refs fees. di. Ref. if Sy de 
Mar. 31. To Quarter’s Exp’ses— Mar. 31. By Transfer to Sum- 
Goods and Stock mary ‘Trading 
Charges......0++. =35 1357-0570 Account ........ en) 1600. (0° 0 
Selling Expenses.| ... | 1050 0 0 
Delivery Exp’ses.| ... 65 0 0 
Land, Buildings, 
and Fixtures 
Charges.....<.a00 1 200 0 © 
General Charges..| ... 100 0 0 
£1600 0 0 |g1600 0 0 


A separate account must now be opened for each department 
and branch, and the account of each department and branch must 
be debited with the expenses of that department and branch from 
the Departmental Expenses Book. ‘These expenses will be entered 
in such a manner as will show the amount of each class of expense 
(i.e., according to nature) under its functional heading, and functional 
totals will also be included, as shown in the illustration on page 124. 

Each of these expenses accounts will be closed by a transfer 
to the Departmental or Branch Trading Account. 
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No. 1 GROCERY BRANCH—TRADE EXPENSES. 


en: Transf Déper aetna 
? — Mar. 31. By Transfer to Departmenta 
ame re eS aan Trading Asodie. 354 ae 
CHARGES— 
Insurance and Interest 
OD! Stocks. ..csecscscsees 1 0 0 
Interest on Credit Ac- 
COUMES veduesssesiovssscse x 0) 0 
Proportion of Ware- ee | 
house Expenses ...... 55) 1000 | 
Total Goods and Stock | 
Chanpesesicseetis sais 70 0 0) 
*SELLING EXPENSES— | 
Shop Wages.......-...000 150 0 0 | 


Health and Unemploy- 
ment Insurance 
Clianzesimaceervesceateels 5 0 
Worktnen’s Compensa- 
tion Insurance......... 
Advertising...... eeaeas rs 
Printing and Stationery 
Checks, Books, and 
SHECtS) scececcces sees 
Telephone Charges...... 
Postage and Telegrams 
Licences ..... COOP OACCHOREC 
Goods for Shop Use.... 


— 


. 


Total Selling Expenses 183 
DELIVERY EXPENSES.. 11 


LAND, BUILDINGS, AND 
FIXTURES CHARGES— 


Ground Rents sc.c<ss+0s 6 0 
Building Rents........... 20 0 
Interest on Land, 

Buildings, and Fix- 

EIR CS. reanietsise nie sissiaivie'e 2 0 
BREWS, cpoqgncooaracceoencobe 10 0 
Taxes on Land and 

Buildings! <..cccccesceve pA, 
Depreciation on Land, 

Buildings, and Fix- 


So oloococce ooo oo 


oo 


oroo 


Repairs to Buildings 
and Fixtures........... TG 
Painting and Decora- 


ting 
Cleaning, Lighting, and 
FRE At O Ne decsescsecesas. 2770) 


Total Land, Buildings, | 
and Fixtures Charges 54 0 0 


GENERAL CHARGES 


ALLOCATED— | 
Office Expenses ......... 20 0 0 | 
Check Office Expenses 10 0 0 
Committee Expenses... 20 0 
Audit Expenses.......... LO: #0: 
Other General Expenses 2 0 0 
Total General Charges.. 35 0 “0 | 
SL Obal wesatadsunsceceue £353 0 0 | Wotalvvecscsmenaterce {353 0 0. 


* Bad debts and provisions for bad debts should be included in this group, where they occur. 
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If it is desired to present in the balance sheet a statement of 
expenses recorded according to nature, the method recommended 
on page 87 can be adopted, as such a statement does not form any 
essential part of the accounts. Should there be a desire, however, 
to keep a Ledger Account for each class of expense, the necessary 
accounts can be opened in the Goods and Expenses Ledger and 
posted from the various items in the Trade Expenses Analysis 
Book, where the nature of each item of expense is given.* In 
either casc, if the column totals in the Departmental Expenses 
Book are summarised, they provide the basis of a check against 
the statement of expenses recorded according to nature. 


Other Revenue Expenses. 

In addition to the trade expenses explained above, other 
expenses and charges have to be recorded. These are the expenses 
and charges which are charged in the Investments Revenue Account 
and Final Revenue Account, e.g., share interest, loan interest, house 
property repairs, etc. These expenses, like the trade expenses, 
are collected in the Goods and Expenses Ledger. 

A separate account is opened in this Ledger for each class of 
expense or charge, i.e., for share interest, loan interest, etc. The 
question of function, or branch, allocation does not arise in these 
cases, and therefore classification according to nature meets the 
need. The separate accounts are debited from the column totals 
of the General Revenue Expenses Book; and at the end of the 
trading period the accounts are closed by a transfer of the balance 
of each account to the Investments Revenue Account or Final 
Revenue Account. 


SALES AND INCOME LEDGER. 
Cash Receipts as the Basis of Sales Records. 


The Sales and Income Ledger will record the sales of each 
branch and department separately, a special account being opened 
for each branch and department. ‘The subsidiary cash book will 
be the source of the entries in each case, unless there is a productive 
department which has a regular credit trade. In the latter case, 
the Sales Day Book of that department will be the source of the 


* If there is a desire to present a statement of expenses according to nature, which shows also 
how these expenses have been allocated under functional headings, the method explained in Appendix 
IX. can be employed. 
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impersonal and personal entries for the department, and the Cash 
Book entries relating to that department will be credited to the 
Personal Accounts that have been posted from the Sales Day Book. 


The entries for the Sales and Income Ledger need not be posted 
daily. Weekly posting from the subsidiary cash book (or monthly 
from the Sales Day Book where one is kept) will be sufficient. 


Adjustment of Sales Accounts where Credit is Given. 

Where the bulk of the trade of a society is a cash trade but 
credit is nevertheless given, the cash receipts can serve as the 
basis of the sales record as suggested on page 97, but the Branch 
Sales Accounts in the Sales and Income Ledger, being based on cash 
received, will require to be adjusted at the end of the trading 
period. This adjustment will be effected, as mentioned on page 98, 
by debiting each account with the gross amount of debts at the 
beginning of the period and crediting it with the debts at the end 
of the period (and debts written off), the Journal being employed 
for this purpose. 

The entries will probably be more easily comprehended if the 
Journal entries for a branch from the opening of the branch are 
shown. In the first quarter there will be no debts at the commence- 
ment but there will be debts at the end of the quarter; in the 
second quarter there will be debts at the beginning and at the end; 
and to round off the statement and explanation we can imagine a 
third quarter in which there are debts at the beginning and none 
at the end. The Journal entries for the three quarters, including 
reversing entries on April Ist and July Ist, will be as follows:— 


|| 
Ledger I 
Folio. Dr. Cr. 
| s. d d 
First QuARTER. 5 ean 
Mar. 31 Sundry Members (Debts for Goods)............cececeeeceaeeeeees aes 100 0 0 
No. 2 Grocery Branch Sales Account ...........0.- yl es: 100 0 O 
Sreconp QuarTER. 
April 1* No. 2 Grocery Branch Sales Account ...........sssesseceseseeoe tes 100 0 0 
Sundry Members (Debts for Goods) .......eccccess00e eee 100 0 O 
June 30 Sundry Members (Debts for Goods)......ssse.cesceeececesecevees 150 0 0 
No. 2 Grocery Branch Sales Account .........0ece0e00 150 0 0 
THIRD QUARTER. 
July 1* No. 2 Grocery Branch Sales Account .......sssssssssceccccceeee we 150 0 0 
Sundry Members (Debts for Goods) ........ss0eese0e. 150 0 0 


* Reversing entries. 
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A Sundry Members’ (debts for goods) Account is opened in 
the Sundry Debtors’ Ledger, and the total of the debts of all the 
branches and departments there recorded is the starting point for 
the entry of debts in the balance sheet, the reserves having to be 
deducted from the gross amount, as mentioned on pages 90-92. ‘The 
departmental cash receipts are reduced by the debits and increased 
by the credits carried from the Journal entries given on page 126; 
and these debits and credits bring the figure of those receipts to the 
figure of the actual sales. In the third quarter, for example, the 
cash receipts include payment for the goods sold during that quarter 
and also payment of the debts owing at the commencement of the 
quarter. The deduction of the debts from the total receipts there- 
fore gives the figure of actual sales. 


Investment and Similar Income. 


Other income of the society includes interest on invest- 
ments, which will be posted from the subsidiary cash book to 
separate Ledger Accounts that will be opened in the Sales and 
Income Ledger for— 

(a) Share interest receivable. 

(0) Loan interest receivable. 

(c) Bank interest receivable. 

(d) Interest chargeable upon advances on house property. 
(e) Interest chargeable upon hire-purchase and other debts. 
(f) Interest chargeable to other persons. 


Where income tax is deducted from the gross interest receivable 
upon an investment, and the net income is entered in the subsidiary 
cash book, the credit posting in the (Share or Loan) Interest 
Receivable Account from the cash item must be supplemented by 
a further credit in the same account for the amount of the tax 
deducted, this supplementary amount being debited to the income 
tax authorities (for income tax reclaimable) in the Sundry Debtors’ 
Ledger (see page 122). 

In this same Ledger an account can be opened for the credit 
entries of the interest that has to be debited to trading depart- 
ments, House Property Revenue Account, and similar accounts. 
A separate account can be opened for each class of interest charge, 
or all classes may be entered in one account; but the separate amount 
of each class will be required for Investments Revenue Account 
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purposes. The interest account, or accounts, thus opened are 
closed at the end of the trading period by a transfer to the Invest- 
ments Revenue Account. When the interest accounts are credited 
(which will be from the Journal) the debit entries will be entered 
in the appropriate Expenses Book, and from that book to the 
Departmental Expenses Account, the House Property Expenses 
Account, etc., in the Goods and Expenses Ledger. 

House rents and other classes of income that belong to the 
Investments Revenue Account and the Final Revenue Account, 
and have not been mentioned previously, are also recorded in this 
Ledger, a separate folio being opened for each class of income. 


INVESTMENTS LEDGER. 


Classification of the Investments for Ledger Purposes. 


In the Investments Ledger a separate folio will be assigned for 
each investment. At the head of the various pages the following 
particulars should be given: (1) Name of the person, society, 
company, or other body to whom money has been lent or in which 
shares have been taken; (2) the nature of the investment—e.g., 
transferable shares, withdrawable shares, preference shares, ordinary 
shares, loans, advances on property, etc.; (3) the rate of interest 
and the dates when interest or dividend is due; (4) conditions 
respecting withdrawal of the investments. 

If a society has only a few investments, and if, for this reason, 
it is not considered necessary to have a special Ledger for invest- 
ments, the Investments Account can be kept in the Private Ledger 
or the Property Ledger. The ordinary Ledger ruling will meet the 
needs of the Investments Ledger. 


The Source of the Entries. 


The Investments Ledger will be posted from the subsidiary 
cash book. It records only capital items, not revenue. ‘The interest 
and dividends receivable on the investments are entered in the Sales 
and Income Ledger. Where interest receivable on one investment 
is credited to the same or some other investment, and is not paid 
over in cash, the transfer should be journalised, the appropriate 
Interest Receivable Account being credited and the investment to 
which it is added being debited from the Journal entries. 
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The Balancing of the Accounts. 


At the end of the trading period, the various Investment 
Accounts will be balanced, and the balances will be brought down 
as the first entry for the succeeding period. ‘These balances, when 
summarised under their appropriate headings, e.g., Share Capital, 
Loan Capital, Advances to Members, etc., give the figures for the 
Statement of Liabilities and Assets in the balance sheet. 


PROPER TY LEDGER: 


The Contents and Classification. 


This Ledger, which was referred to at some length in Chapter 
VI., is employed to record property of all kinds, viz., land, buildings, 
fixtures, machinery, rolling stock, etc. A separate account is 
required for each unit or class of property, e.g., a separate account 
must be opened for each shop and for motors, etc. It will be 
convenient to consider the various classes of property separately. 


SHops.—An account must be opened for each shop. A shop 
is primarily a building, and the value of the building must be 
separately recorded, because that separate value is required as 
the basis of the depreciation charge. But a building, as a property, 
is linked with the land upon which it stands, and there is a certain 
advantage in recording the value of this land in the same account 
as the building. It must, however, be separately recorded, because 
conditions in regard to depreciation and other matters differentiate 
the land from the building standing uponit. Again, it is the fixtures 
in the building that make it into a shop, and it is convenient to 
record the fixtures in the same account as the building; but in this 
case, also, it is desirable to record the value separately, because the 
depreciation charges on fixtures are not the same as upon the 
building. If there is any considerable amount of machinery in 
the shop it may be desirable to record it in the same account, but 
separately, for the same reasons. 

The Property Ledger, therefore, so far as it relates to shop 
premises, may advantageously be ruled in tabular fashion, as shown 
on page 130. 
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The purchases of property will be posted from the Capital 
Expenditure Analysis Book to the appropriate accounts in the 
Property Ledger; the sales of property will be posted from the 
Sundry Sales Day Book; and the depreciation charges will be 
posted from the Journal. 

The various shop property accounts will be summarised with 
other property accounts at the end of the trading period, and the 
column totals will be required to provide necessary data for the 
Statement of Liabilities and Assets in the balance sheet, and, at 
the end of the year, for the same statement and for Form VII. in 
the Annual Return. 

BAKERIES AND SIMILAR ESTABLISHMENTS.—A separate Ledger 
folio should be opened for each bakery, slaughter-house, garage, 
warehouse, etc. The tabular arrangement of the rulings suggested 
for the shop accounts can be adopted for these units and also for 
the offices. Some of the columns may not be required for some 
units, e.g., the machinery column for the office; but it is not 
desirable, for reasons of expense, to vary the general rulings for 
such a trifling variation in the needs of different units. The method 
of posting outlined for the shop accounts will apply also in the 
case of the bakeries and similar establishments. 

Burtpincs Not USED IN TRADE.—Again, the Ledger rulings 
recommended for the shop accounts can be employed, even if 
some of the columns are not required. A separate account must 
be opened for each unit, but the total value of all the units of this 
class (buildings not used in trade) will be required for the balance 
sheet and Annual Return. 

HousE PROPERTY.—It is not necessary to open a separate 
account for each house, but a separate account should be opened 
for each block, and particulars of each block should be inserted 
at the head of the page in which the value of the block is recorded. 

As the necessity for fixtures and machinery records does not 
arise in the case of house property, only two columns—for land 
and building values—are. required. Purchases and sales will be 
posted from the same books as the purchases and sales recorded 
in the shop accounts in the Property Ledger, whilst depreciation 
will be posted from the Journal. 

Farms.—A separate account must, of course, be opened for 
each farm, and separate records must be kept of the value of 
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(a) land; (b) buildings; (c) machinery; (d) rolling stock. Pur- 
chases and sales of the items (a), (0), (c), and (d) will be recorded 
from the same sources as the purchases and sales of shops and their 
fittings, unless a special Purchases Book is kept. Such a Purchases 
Book is desirable where the farm operations are important. 


Separate records—distinct from the above—must be kept of 
live stock, and these must distinguish between horses, sheep, cattle, 
etc. Horses being purchased for use and not with sale in view 
differ from sheep, cattle, and poultry. The Ledger Account for the 
horses on the farm can be kept in the same general way as an 
ordinary Ledger Account, but the names of the horses should be 
noted, so that purchases and sales can be more easily traced and 
removals from the list be more accurately made. The farm records, 
stock books, etc., will show the purchases of sheep and cattle, also 
the births on the farm, whilst the transfers and sales will record 
the farm credits; but these records can keep an account of number 
only and not value, for some sheep and cattle become more valuable 
every day, and others become less valuable. The value of live 
stock will be ascertained by a valuation at each stocktaking, and 
this value is the figure required for the Property Ledger Account. 
Any difference in value between two stocktaking dates must be 
debited or credited to the Farms Revenue Account, and purchases 
in this case can therefore be treated as revenue expenditure in the 
same way as goods in the Trading Account. 


LAND Not OTHERWISE PROVIDED For.—lLand is often pur- 
chased as an investment, or as a site for a contemplated shop or 
workshop. Each site should be recorded in a separate account. 
There are no special features calling for notice in connection with 
this class of property other than the one noted previously, viz.: 
that its cost to the society is increasing if a site is idle, for interest 
is being paid by the society upon the capital spent upon it. For 
this reason there is justification for adding to the cost of the site 
the interest charges on the capital lying idle; but there are 
arguments against this procedure, e.g., that the value is not 
increasing. 

FIXTURES AND FITTINGS IN SHOPS, WAREHOUSE, OFFICE, ETC.— 
These have already been dealt with in part by the suggestion that 
they be entered with the buildings with which they are connected. 
There may be cases, however, where there are fixtures belonging 
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to the society in premises of which the society is tenant and not 
owner. In such a case, the general plan outlined previously should 
be followed, viz., to open an account for each unit—that is, for the 
fixtures at each shop, warehouse, or office. 


MACHINERY.—The comments and suggestions made in the 
previous paragraph in relation to fixtures ene fittings apply also to 
machinery. 


HorseEs.—Reference has been made to horses on the farms, 
and the value of these horses will be recorded in association with 
the farm upon which they are working. ‘There are, however, other 
horses to be recorded, and a separate account for them must be 
opened. ‘This account will primarily record the total value. 
Additions will be debited, and sales, or removals by death (and 
also depreciation) will be credited. At the same time, the names 
of the horses should be recorded in the account or elsewhere, so that 
the correct amounts to be deducted in case of a sale or death can be 
credited. If a horse is sold for more than its book value, the 
difference should be applied to reduce the book value of the rest of 
the horses; and if it is sold for less than its book value, the difference 
should be treated. as a capital loss through the Final Revenue 
Account. 

VEHICLES.—A separate account should be opened for each class 
of vehicle—lorries, carts, motor-cars, motor-wagons, railway wagons, 
etc. These vehicles should be numbered when purchased, and 
their numbers should be recorded in their respective accounts, so 
that sales or removals through unfitness for further service can 
be correctly recorded, and in order that the account can be main- 
tained as an accurate statement of the property and its value. 
Purchases and sales will be recorded from the Capital Expenditure 
Book and Sundry Sales Book, whilst removals of worn-out vehicles 
will be first treated in the Journal on a note from the transport 
department or general manager. The depreciation account of the 
transport department will be debited and the appropriate property 
account will be credited with the book value, if any, at the time 
of the removal. 


SumMARY.—The total capital value of all assets of a particular 
kind is required for balance sheet purposes, e.g., the total vaiue of 
all fixtures, and the necessary information can be obtained by 
preparing a tabular summary of the various Property Ledger 
Accounts at the end of each trading period. 
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PRIVATE LEDGER. 


‘here are several accounts which do not find a natural resting 
place in any of the Ledgers that have been so far explained, e.g., 
the various reserve and insurance fund accounts and the balance- 
sheet accounts. These can be entered in a special Ledger, which 
may be named Private Ledger, in accordance with the practice in 
businesses generally. 


CONCLUSION. 


With these explanations of the various accounts in the various 
Ledgers, we have completed our survey of the separate Ledgers 
required by a society; and in the next chapter we can trace the 
relationship of the Ledger Accounts to the trial balance and the 
balance-sheet accounts. 


SUMMARY. 


The various Ledgers employed in a Co-operative Society are really parts 
of one Ledger, the entries of which are entered, according to their class, in 
separate books for convenience. 


The Ledgers explained in this chapter are— 
Share Ledger. 
Loans Ledger. 
Savings-Bank Ledger. 
Sundry Creditors’ Ledger. 
Sundry Debtors’ Ledger. 
Goods and Expenses Ledger. 
Sales and Income Ledger. 
Investments Ledger. 
Property Ledger. 
Private Ledger. 


In the Share Ledger a separate account is assigned to each member, and 
he is given a membership number corresponding to the number of his share 
account. Separate columns in each account record (a) date, (b) cash book 
folio, (c) withdrawals, (d) fines, (e) contributions, (f) interest, (g) dividend, and 
(h) present claim of member. Entries in (c), (d), and (e) are derived from the 
Share Contributions and Withdrawals Book; the entries in (f) and (g) from 
the Shares Summary at the end of the previous trading period. The Ledger 
here explained is for withdrawable shares. 


The Shares Summary is ruled with columns for (a) member’s share number, 
(b) share capital at end of last quarter, (c) contributions during current quarter, 
(a) interest transferred during quarter, (e) dividend transferred during quarter, 
(f) withdrawals during quarter, (g) present claim, (h) purchases (or checks 
brought in) for current quarter, (7) interest for quarter, (j) dividend for quarter, 
(k) interest and dividend (for current quarter) withdrawn, and (/) interest 
and dividend (for current quarter) to be transferred to Share Capital Account. 
Entries for columns (a), (b), (c), (a), (e), (f), and (g) are entered from the accounts 
of individual members; those for (4) are derived from figures supplied by 
check office; those for (7) are calculated from the data in each shareholder’s 
account; those for (7) are calculated from (h) when the rate of dividend is 
known; those for (k) are derived from the subsidiary cash book; and those for 
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column (/) are the balances of (7) and (7) not entered in (k). Most of the column 
totals in the Shares Summary Book can be checked from various records, as 
explained on page 116. 


Transferable shares when supplemented by withdrawable shares can be 
entered in the form of Ledger outlined above, but when all the shares are 
transferable shares a specially ruled Ledger should be provided. 


The Loans Ledger is provided with columns for (a) date, (b) Cash Book 
reference folio, (c) withdrawals, (d) deposits, (e) interest, and (f) balance at 
the end of the quarter, including interest. The individual accounts are debited 
and credited from the Loan Deposits and Withdrawals Book, the interest 
from the Journal, the individual amounts being derived from the Loans 
Summary. A Loans Summary is prepared at the end of the trading period 
from the individual accounts of the loanholders. Whilst share interest is not 
added to the share capital until the surplus is disposed, loan interest is added 
to the loanholder’s credit before the books are closed. Various totals can 
be checked with the totals of the Loans Summary. 


The Savings-Bank Ledger can be modelled on the lines of the Loans 
Ledger, or in the special form explained in Appendix I. A summary can be 
prepared as for loans if the Ledger is on the lines of the Loans Ledger. 


The Sundry Creditors’ Ledger is of the nature of a Personal Ledger, and 
records all creditors’ accounts except those of share and loanholders and those 
of savings-bank depositors. It is ruled in ordinary Ledger fashion. The 
credit entries are derived from various sources, such as invoices for goods, 
etc. (or from the Purchases Book), and from various subsidiary cash books. 
The book is also employed for recording various receipts and payments that 
do not affect revenue. 


The Sundry Debtors’ Ledger is also of the nature of a Personal Ledger. 
The entries in the case of a retail society will usually be few, but will be 
numerous in the case of a productive society. The debits will be derived, 
as a rule, from a Sales Day Book, and the credit entries from subsidiary cash 
books. 


The Goods and Expenses Ledger is of the nature of an Impersonal Ledger. 
It will include the following accounts :— 


(a) Accounts relating to trading expenditure— 


(1) A Goods Purchased Account for each branch and warehouse. 
(This will include transfers, and will be entered from the 
Goods Purchased Book.) 


(2) Three Departmental Group Ledger Accounts (one for each 
group of departments—distributive, productive, and ser- 
vice), each account being debited from the Trading 
Expenses Analysis Book with the total of each functional 
group of expenses for the departments as a group. 


(3) A separate account for each department, or for each branch 
where there are more establishments than one, each account 
being debited from the Departmental Analysis Book with 
the amount of each expense (according to nature) and the 
total of each functional group. 

(4) A separate account for each trading expense (according to 
nature) where this is desired. 

From the accounts under (1) and (2) the Summary Trading 
Account is prepared; from those under (3) the Departmental 
Trading Accounts are prepared; whilst the accounts under 
(4) can be employed as the basis of the Statement of Expenses 
according to nature. 
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(b) Accounts relating to other revenue. 


A Ledger Account must be opened for each expense or charge 
recorded in the Investments Revenue Account and Final 
Revenue Account. ‘These expenses and charges are recorded 
according to nature, e.g., share interest and house property 
repairs, as functional and departmental classification are not 
required. 

The Sales and Income Ledger is an Impersonal Ledger. It records sales 
and other income in classified form. If cash trading operates, the cash received 
is the basis of the record of sales, and a separate account for each department 
is posted from the subsidiary cash book (trade receipts). Where credit is given, 
the cash basis may be employed, with adjustments made through the Journal 
for debts owing at the commencement and end of each trading period. If 
all trading is credit trading (e.g., in a productive society), the Sales Day Book 
totals furnish the credit entries for the Sales Account. 


Separate accounts must be opened in this Ledger for other classes of income, 
e.g., Share interest receivable, and loan interest receivable These accounts 
can be credited from the subsidiary cash book, with adjustments through the 
Journal for amounts accrued and not received by the society. Where income 
tax is deducted before interest is paid over to the society, the gross amount 
of the interest should be credited to the appropriate interest account. House 
property income (i.e., rents) and other classes of non-trading income are 
also entered in this book, a separate account being opened for each class of 
income. 


The Investinents Ledger records the amount of each investment in a 
separate folio. It records capital accounts, not revenue accounts, as the 
revenue from the investments is entered in the Sales and Income Ledger. 
The accounts in this Ledger are balanced at the end of the trading period, 
and the balances are carried down. ‘These balances are afterwards sum- 
marised, and the totals are entered under class headings in the Statement 
of Liabilities and Assets. The Investments Ledger Accounts are posted from 
the subsidiary cash book and Journal. 


The Property Ledger contains separate accounts for each unit of property, 
such as a shop, or each class of property, such as motors. In the case of shops 
and certain other classes of property, the tabular form of Ledger is employed, 
so that the value of land, buildings, fixtures, and machinery comprising each 
unit can be separately recorded but all included in one account for that unit 
of property. Separate accounts are kept in the case of farms for (a) land, 
buildings, machinery, and rolling stock; and (b) for each class of live stock 
sheep, cattle, etc. The Property Accounts are debited from the Capital 
Expenditure Book, and credited with depreciation from the Journal (or a 
dummy invoice), the debit entry for the depreciation being entered in the 
Trade Expenses and General Revenue Expenses Books. ‘The accounts are 
balanced at the end of the trading period, the balances being carried down 
and summarised for balance-sheet purposes. is 


The Private Ledger records certain accounts such as Reserve Fund 
Accounts and Balance Sheet Accounts which do not find a natural resting 
place in other ledgers, and are intimately associated with the balance sheet. 


QUESTIONS AND EXERCISES. 


1. What Ledgers are recommended for a society of medium size ? Indicate 
which of these Ledgers are Personal Ledgers and which are Impersonal Ledgers. 


2. Prepare the rulings of a Share Ledger for recording withdrawable share 
capital. Enter six items, one of which is a commencing balance of £10. From 
what sources are the entries in the Share Ledger derived ? vl 
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3. Prepare the rulings of a Shares Summary and enter ten items, using all 
the columns at least once. Indicate the source from which the entries are 
derived, and mention how the totals of the various columns can be checked. 


4. Prepare the rulings of a Share Ledger for recording transferable shares, 
and indicate how the Ledger is entered. 


_ 5. How would you keep Share Accounts when both transferable and 
withdrawable shares have to be recorded ? 


6. Prepare the rulings of a page in the Loans Ledger and the Loans 
Summary. Enter three items in each page, and indicate the sources from 
which the entries are derived. 


7. What Ledger provision has to be made for Savings-Bank Accounts ? 


8. What accounts are entered in (a) the Sundry Creditors’ Ledger, and 
(b) the Sundry Debtors’ Ledger ? From what sources are the entries derived 
for these two Ledgers, and how are the balances of the accounts in them 
treated at the end of the trading period ? 


9. Explain the accounts entered in the Goods and Expenses Ledger, 
stating the sources from which the entries in the accounts are derived and 
low the balance of each account is treated at the end of the trading period. 


10. Prepare a Grocery Branch Trade Expenses Ledger Account, explaining 
the source from which the items in it are derived and the manner in which 
the account is treated at the end of the trading period. 


11. For what classes of entry is the Goods and Income Ledger employed ? 
T'rom what sources are the entries derived, and in what manner are the 
accounts in this Ledger treated at the end of the trading period ? 


12. (a) How is the Sales Account adjusted at the end of the trading period 
when a part of the trade is credit trade ? (b) How would you treat interest 
receivable and income tax charge when the tax is deducted from the interest 
before payment. 


13. How are investments recorded in the Investments Ledger, and how 
are the correct amounts of investments ascertained for balance sheet purposes ? 


14. Write a general description of the purpose of a Property Ledger, and 
give a short sketch of the accounts entered in it. 


15. Prepare the rulings of a page in the Property Ledger for recording the 
value of a shop and its fittings. Enter six items in this page and indicate the 
source from which the entries are derived. 


16. Explain the manner of recording the following items in the Property 
Ledger :— 
Bakeries. 
Buildings not used in trade. 
House property. 
Farms (both buildings and live stock). 


17. Explain the manner of treating the following items in the Property 
Ledger :— 
Land and buildings not used in trade. 
Fixtures and fittings in shops, warehouse, and offices. 
Machinery. 
Horses. 
Vehicles. 


18. How are the correct balance-sheet entries of land, buildings, fixtures, 
and live and rolling stock derived from the Property Ledger ? 
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CHAPTER VIII. 


FROM THE LEDGERS TO THE FIRST 
TRIAL BALANCE. 


THE TRIAL BALANCE. 


in Part I., and the student who has passed through the 

Stage I. course of study of Co-operative Book-keeping 
will be familiar with it. The trial balance there prepared was, 
however, the trial balance of a small society; and now we have 
to deal with the trial balance of a larger society, which employs 
a greater number of Ledgers and opens a greater variety of Ledger 
Accounts. Before he commences to follow the explanation of the 
more complex trial balance, based upon this expansion of the 
Ledger, the student will find it advantageous to re-read the explana- 


tion of the simpler trial balance contained in Chapter XIII. of 
Parwil: 


First and Final Trial Balances. 

In Part I. we suggested that it was desirable to prepare a trial 
balance of the Ledger balances before making the adjustments, 
and a second one after the adjustments are made. ‘This method is 
of assistance in locating any errors that may arise. In this con- 
nection the charging of loan interest, share interest, and depreciation, 
etc., will be considered an adjustment. It is well to follow a definite 
plan in preparing the trial balance, in order to avoid overlooking 
any Ledger in the course of preparing it. The Ledgers which for 
the purposes of this book we have adopted are as follows :— 

Share Ledger. 

Loans Ledger. 

Savings-Bank Ledger. 
Sundry Creditors’ Ledger. 
Sundry Debtors’ Ledger. 
Goods and Expenses Ledger. 
Sales and Income Ledger. 


[oe method of preparing the trial balance was explained 
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Investments Ledger. 
Property Ledger. 
Private Ledger. 

The entries in the foregoing Ledgers provide the data for the 
trial balance; but we must not forget that the Cash Book—with 
its cash and bank columns—is a Ledger Account, and the entries 
in this account have to be treated like other Ledger Accounts 
and entered in the trial balance. 


The Cash Book entries may be entered first in the trial balance, 
and the entries in the various Ledgers enumerated above can be 
inserted afterwards, each Ledger being examined in turn in the 
order given. All items representing assets should be entered in 
one column, and all items representing liabilities should be entered 
in a second column. We prefer to follow the method adopted in 
the orthodox text-books and enter all items debited in the Ledgers 
in the Dr. column and all items credited in the Ledgers in the Cr. 
column of the trial balance. Ledger balances are inserted in the 
trial balance according to the side of the account to which they are 
brought down, not according to the side of the Ledger on which 
they are inserted to make the totals of the two sides agree. 


All entries are thus made in the trial balance on the same side 
as that upon which they appear in the Ledger before the Ledger is 
balanced. Balances are inserted on the same side as that to which 
they are brought down. 


Summary Cash Book Balances. 

The total cash receipts and payments, as recorded in the Dr. 
and Cr. cash columns of the Summary Cash Book, may be the 
amounts entered in the trial balance. These columns represent 
the total cash received and paid for all purposes, the preceding 
columns on both sides of the Summary Cash Book merely recording 
the source or destination of the cash. Alternatively, the difference 
between the receipts and payments, i.e., the balance of cash in 
hand, can be entered as the trial balance amount. 

_ The total receipts from, and payments to, the bank, as recorded 
in the Summary Cash Book, furnish the data for the bank items 
in the trial balance. Alternatively, the balance of cash at bank 
(or the amount of the overdraft) can be employed as the trial 
balance amount. 
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If the Summary Cash Book is balanced monthly, the cash 
and bank receipts and payments for the last month may be 
employed as the trial balance amounts, as the balances of the previous 
months will have been brought forward as the first entry for the 
succeeding month. 

The correctness of the entries in the Summary Cash Book can, 
of course, be checked independently of the trial balance. The 
total of the first column on each side (i.e., the total column) in the 
Summary Cash Book should agree with the total of the totals of 
the analytical columns on the same side; the balance of cash in 
hand, as recorded in the Summary Cash Book, should agree with 
the cash actually in the hands of the cashier or secretary; and 
the balance at bank should agree with the balance in the Bank 
Pass Book after a Bank Reconciliation Statement (explained in 
Part I., pages 211 and 212) has been prepared.* These tests of the 
accuracy of the balances in the Summary Cash Book should be 
made before the trial balance is commenced. 


Share Ledger. 


As mentioned when the trial balance was being explained in 
Part I., only the total amount owing to members on Share Capital 
Account need be entered in the trial balance, not the amounts owing 
to each member individually. Having in the last chapter explained 
the Shares Summary, we can now point out that this summary gives 
us the amount of share capital for the trial balance. It is the total 
of the “ present claim ’”’ column. As the balances of the individual 
share accounts represent a balance of credits over debits, the total 
of the “ present claim ’’ column is entered in the Cr. column of the 
trial balance. 


The Shares Summary serves the purpose achieved in some 
businesses by a self-balancing Ledger. It enables us to check the 
accuracy of the “ present claim ’’ column, the totals of the columns 


upon which it is based being themselves checked from other entries, 
as mentioned in Chapter VII. (page 116). 


Loans Ledger. 


The total liability of the society for loans will be the amount 
entered in the trial balance. This amount will be ascertained 


* Where cheques “are paid in to a local bank for the C.W.S. Bank, and are therefore on st i 
i i eI oe x, ot in 
the hands of the society or of the C.W.S. Bank at the time of making up the accounts, allowance must 
be made for these cheques in preparing the Reconciliation Statement. ‘ 
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from the Loans Summary, being the amount of present claims before 
interest has been added. The Loans Ledger Summary, like the 
Share Ledger Summary, may be looked upon as serving the same 
purpose as a self-balancing Ledger; and the accuracy of the total 
owing for loans can be checked before it is entered in the trial 
balance. As the balances of the individual accounts in the Loans 
Ledger are Cr. balances (i.e., Cr. side totals exceed the totals of the 
Dr. side), the total of the loan claims is entered in the Cr. column 
of the trial balance. 


Savings-Bank Ledger. 

The similarity between savings-bank deposits and loans is 
so great that the method of ascertaining the correct amount of 
loans for the trial balance can be followed in the case of savings- 
bank balances. ‘The total of the present claims is entered in the Cr. 
column of the trial balance. 


Sundry Creditors’ Ledger. 

The balances in this Ledger are the amounts owing by the 
society for goods, etc. As far as possible, the accounts of creditors 
should be paid before the end of the quarter, to reduce the work 
connected with the preparation of the balance sheet. The various 
accounts should then be balanced and the balances brought down. 
These balances should next be listed, and the total is the amount 
required for the trial balance. It would, of course, be correct 
to enter all the balances individually in the trial balance, but 
this would cause unnecessary work that can be avoided by pre- 
paring the suggested summary, which is also useful to the auditors 
in checking the total of sundry creditors’ balances as entered in the 
balance sheet. 

Where the amount entered in the trial balance is the total of 
the balances of the various creditors’ accounts, it is entered in the 
Cr. column. ‘This gives the same result as would be reached if the 
total of the debit entries of these accounts were entered in the Dr. 
column and the total of the credit entries were entered in the Cr. 
column of the trial balance. 

Alternatively, or supplementary to the listing of the Ledger 
balances, the Sundry Creditors’ Ledger can be made a self-balancing 
Ledger in the following manner: The total purchases and expenses 
(the personal entries relating to which have been entered in the 
various accounts of individuals in the Sundry Creditors’ Ledger) 
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are entered, monthly or quarterly, from the books of primary 
entry to a special account in the Sundry Creditors’ Ledger—on 
the Dr. side. ‘The payments to sundry creditors are likewise 
entered, monthly or quarterly, in this account—on the Cr. side— 
from the Cash Books. Debts owing at the commencement of the 
quarter are entered on the Dr. side. The balance of this account— 
which may be called a Balance Checking Account—is the amount 
owing to sundry creditors, and the total of the balances of the 
individual accounts in the Sundry Creditors’ Ledger should agree 
with this balance. 


Sundry Debtors’ Ledger. 

Before commencing to use any of the figures in this Ledger 
for trial balance purposes, one or two of the accounts which we 
have suggested for inclusion in this Ledger should be checked. 
For example, the balance of the debts of club members and hire 
purchasers which, in Chapter VII., we suggested should be recorded 
in total (by debits of daily sales and credits of cash received) in this 
book should be checked against the total of the debts of the 
individual members in the Club and Hire-purchase Account Ledgers. 
Similarly, the total owing for house rents, as recorded in the Sundry 
Debtors’ Ledger, should be checked against the total of the 
individual amounts recorded in the Rents Ledger as owing by the 
various tenants. 

The accounts in the Sundry Debtors’ Ledger having been 
balanced, and the various checkings having been completed, the 
balances can be summarised and listed, the total of the balances 
being the amount required for the trial balance. This total can be 
checked by the inclusion in the Sundry Debtors’ Ledger of a Balance 
Checking Account, prepared from the books of primary entry 
(including the Cash Book), on the lines suggested for the Sundry 
Creditors’ Ledger. 


Goods and Expenses Ledgers. 

At the stage at which the first trial balance is being prepared, 
most of the accounts in this Ledger cannot be closed, because the 
adjustments have still to be made. It will therefore be desirable 
to enter both sides of each account, not merely the balance » andeat 
will be desirable to enter the accounts individually. We must 
now recall the primary entries from which the Trade Expenses 
Accounts were posted. From the same sources we derived a 


> 
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“personal and two impersonal entries of each item—the first one 
in the Trade Expenses Analysis Book, and the second one in the 
Departmental Expenses Book, the second entry being derived from 
the first one. The first entry gave us a debit under the functional 
group headings for the three groups of depart ments—distributive, 
productive, and service; the second entry gave us a debit for each 
department or branch (the items being entered under nature 
headings, but grouped according to function). ‘There was therefore 
a duplication of debit entries; and if all of them were entered in 
the trial balance, it would not balance, for obvious reasons. 


What appears on the surface to be a difficulty need not prove 
to be so in fact. The Departmental and Branch Expenses Accounts 
are merely the Summary Expenses Accounts analysed, and need 
not be entered in the trial balance; but their total must be checked 
against the total of those accounts that are entered in the trial 
balance. The same remarks apply, also, to branch and departmental 
purchases of goods. 

In the trial balance we must enter the total purchases (and 
inward transfers), and the total of the various functional groups 
of expenses for each of the three groups of departments—dis- 
tributive, productive, and service. ‘These amounts, subject to 
adjustments, will be the amounts required for Trading Account 
purposes. Before they are entered in the trial balance, these 
purchases and Trading Account expenses should be checked against 
the summarised totals of the branch and departmental expenses. 


The other Ledger Accounts of expenses should present no 
difficulty, since there is no duplication of any of the entries as 
in the case of Trading Account expenses. 


Having decided which accounts in the Goods and Expenses 
Ledger are to be included in the trial balance, we may ask ourselves 
whether their totals should be included individually or collectively. 
The accounts could be summarised, and the total debits and credits 
could then be included; but as the separate items will be required 
for the Trading Account, Investments Revenue Account, and Final 
Revenue Account, and we may desire to compile a balance sheet 
from the trial balance after the adjustments have been made, it 
will be best to include the debits and credits of the separate accounts. 


The accounts in this Goods and Expenses Ledger can be 
proved, or checked, on the lines suggested for the Sundry 
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Debtors’ and Sundry Creditors’ Ledgers by opening a Balance 
Checking Account and entering it from the appropriate books 
of primary entry. The figures entered in the trial balance from this 
Ledger can be much more confidently employed after the Ledger 
has been proved. 


Sales and Income Ledger. 

In this Ledger, as in the Goods and Expenses Ledger, there is 
a certain amount of duplication of entries for the purpose of pre- 
paring Branch and Departmental Trading Accounts. The duplicate 
entries for branches and departments must therefore be left aside 
’ when preparing the trial balance, the figures of sales being the total 
sales (including outward transfers) and charges for each of the 
three groups of departments. 

The total of the sales recorded in Branch and Departmental 
Sales Accounts must agree, of course, with the figures of sales, 
transfers, and charges included in the trial balance; but this 
agreement can be checked before the preparation of the trial balance 
is commenced. 

The income, other than trading income, will be recorded under 
the various headings recognised for the Investments Revenue 
Account and Final Revenue Account; and under these headings 
it will be entered in the trial balance. 


As many of the accounts in the Sales and Income Ledger will be 
affected by adjustments that have still to be made at the time 
the first trial balance is prepared, it is desirable to enter the nN 
of the debit and credit items of each of the accounts of thisedger 
in the trial balance. 


The Sales and Income Ledger can be proved in the same general 
manner as the Goods and Expenses Ledger and other Ledgers, 
already explained. The proving of the Ledger enables us to place’ 
more reliance upon the figures brought into the trial balance. 


Investments Ledger. 

At the end of the trading period, the accounts in this Ledger 
will be balanced, and the balances will be brought down. ‘The 
total of these balances will be required for trial balance purposes, 
but the total value of each group of investments—shares and 
loans of different classes—will be required eventually for balance 
sheet purposes, and it will for this reason be desirable to record the 
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value of each of the following groups of investments separately in 
the trial balance :— 
(a) Shares— 
Industrial and Provident Societies. 
Other bodies. 
(b) Loans— 
Industrial and Provident Societies— 
On mortgage. 
Other loans. 
Other Bodies— 
On mortgage. 
Other loans. 
(c) House property advances to individuals. 
(d) C.W.S. house purchase scheme advances. 

The accuracy of the trial balance amounts of investments can 
be checked by the preparation of a summary statement similar 
to Form VIII. in the Annual Return. Many societies publish a 
similar statement in their balance sheets. 


Property Ledger Accounts. 

Property, for balance sheet purposes, is recorded under the 
following group headings :— 

Land and buildings used in trade. 
Fixtures and fittings. 

Machinery and plant. 

Live and rolling stock. 

Land and buildings not used in trade. 
House property. 

It will therefore be desirable to record the values under each 
of these headings in the trial balance. 

At the time of preparing the first trial balance, several adjust- 
ments affecting the accounts in the Property Ledger have still 
to be made, and therefore it will be desirable to enter in the trial 
balance the total of the debits and credits of each group of Property 
Accounts instead of the balances. The totals of the various groups 
can be taken out in the tabular form adopted in Account VII. in 
the Annual Return, and this statement can be completed at a later 
stage after depreciation charges, etc., have been entered in the 
various accounts. 

K 
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Private Ledger. 


There are several accounts which do not find an appropriate 
place in the Ledgers already explained. The accounts of the various 
reserve and insurance funds are examples of such accounts. These 
accounts can be entered in a special Ledger, in which the balance- 
sheet accounts—Trading Account, Investments Revenue Account, 
etc.—can also be kept. In lieu of a better name, and as the Ledger 
will be kept under the special care of the secretary because of the 
importance of the accounts it contains, the name Private Ledger 
will be given to this book, this being the name given to the 
corresponding book in other types of business firms. The separate 
accounts in the Private Ledger will be listed in the trial balance 
in the same manner as other accounts. Both sides of each account 
should be entered, as the balance may be affected by the adjust- 
ments that have to be made. 


The Trial Balance Completed. 


As it has proved impossible in earlier chapters, because of the 
number and variety of the transactions, to trace the operations 
of a large society in the manner in which the operations of the 
Newway Society were traced in Part I., from the books of primary 
entry to the balance sheet, we must take it for granted that the 
transactions of a society have been entered in the various books 
of primary entry, the summary books and the Ledgers, and that at 
the date of preparing the first trial balance the following data 
in the Ledgers mentioned are available :— 


CASH BOOK. Z£ 
(@HIS Ab bole hells We omacnOReSnbRANE GLodoncoeenoonbhac 1905.0 
Gashivat, banky waccatsasctene a eosneccee eco 5000 / 


SHARE LEDGER. 
Shareholders” balances)... .anemueduecsuteeeee 38000 / 


LOANS LEDGER. 


oanholdersapalancess ene ninmeete ees 11000 
SAVINGS-BANK LEDGER. 
Mepositorsy balan cesie..-carwse eee sseceeeer ees 2200 


SUNDRY CREDITORS’ LEDGER. 
Owing to creditors 
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GOODS AND EXPENSES LEDGER. 


PURCHASES (INCLUDING CARRIAGE) FOR 
QUARTER (£19,600)— 


Grocery Department— J 
IWATENGOUSEN cocccenuveaacdesescosmesscek feos. CMSLOO) 
WOMEEE ltaacratutencene: chesecianece ae aarp 2000 . 
INGre LE BPANCh saurntenwaslnen cciowa ehcnwince ce 1200 
INO Upc reel CH aren niene saraeen saccicinc es asiccks 1200 

Butchering Department— 

Centtal sc... AAA ARS aeRO Ae St Be SE ae 3000 
INO wie Bran elite. ceansce: eect caceiccse tte sits 2000 * 


GON GTA] raw ar wncicew steric eee aiasesos arse ae 2000 
UNO Ale Branch) eeccsiesiese > sci-eoeemueeiasse.s 400 
Ba ROLY Waco se crc iow visto hictsiataalsratdleautiossatuaseeere 3000 
TRANSFERS— 
From Grocery Warehouse (£4,400)— 

Vo Central tundeccescheee et ast biaeneaanns 2000 ) 
se FopNomil Bran chigaseecerereacsesaenes sere 1000 } - 
= : SLOMNO 2 MBranch taessscesoatessanseccoet 800 | 

PL OWBAK OLY cas acieisinisiscieciaenemsbinde me emsceiids 600 
Ary From Drapery Central to Branch No.1 500 


From Transport Department (£325)— 


Goods 
Account Delivery 


To Grocery— Charges. Expenses. 
£ 4 
WVia KETO LISS mrprersteis onterstttet\els AO hc eee 
Centralieemencsaeree trtcene HOS ieee EO) 
INO eB ranch: vere sock 5a nce © 40 
No.2 Branch 23.00.5064 5 eon AO) 

To Drapery— 
Wenttallaccersaneeneerae. 10 10 
INfay., J) lekdehavelaly cosonsgnonce 10 5 
CT Om Ba KET Yateeseeteindatere seis es 45 75 
105* 220 
EXPENSES— 

Distributive Departments— £ 
Goods and stock charges ............++. 40 
He llingrexpeLlsed saat wisesdeeressc 2000 
Welivery CXPEUSES cnpesiieresebscc saree see 145 
Land, buildings, and fixtures charges 25 
General charges allocated ..............+ —- 

Productive Departments— 

Manufacturing Costs ..........1sseeserees 410 
Delivery CXPeMsesS .......sceccercsseeceres 75 
Land, buildings, and fixtures charges 30 
General Charges ......00...secaseeescosoees 20 


147 
[9o00 + 
¥ 

/ ( ie 


* Included in Purchases above. 
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ee 
Mohan Service and Auxiliary Departments— 
(A) Office .1.-.eeeseceerec sence ee eeeseseeneees 200 d 
(b) Grocery warehouse «..........++-+0++ 100 ! 
(c) Transport Department— 
Prime running costs ...........- 180 1 
Supplementary running costs.. 30 
Iy., B., and F. charges: 4..2..-- 5 : 
General charges .........-++++++-- - 
General Expenses for— 
Tes Gebabollee oprccondcc.-o0000- aon jouoacoupoor 20 / 
(GopmevnanqnKee SYS) onteccosononscaceoonccosn 20 b 
Delegates to conferences ...............- 10 
House Property Expenses— ; 
Teh OB hb aS. earonocoosoconennecondonccAcnee ssecdos 50 
SALES AND INCOME LEDGER. 
SALES (AND TRANSFERS) FOR QUARTER— 
Grocery Department— Z£ 
Warehouse (transfers) .........-....--.-- 4400 
Centrally (SaleS)\oraceserilaisretestelstes(aleteie=ymrater= 4 S000 
Now dy Branch) (Sales) peememeeamastitsedee 4000 ; ¢ 
INo. 2 Bratich (Sales) <-2.2--me.c--e.5e-00- 3600 “ / 
Butchering Department— 
Cen tralll(Sales) irc sccsewsrtanciserancen acters 3600 3s 
Nop le Bratch) (Sales) maseca<sesmasisnees 2800 - y, 
Drapery Department— 
Centrali(transters) fosese-pene-eleceaaeceres 500 xX 
(Res mtadelll (CRICE ococchanocanscariccaounecncce 2000 «= # 
INO eB Car Cin (SALCS) rect cectdeasmeiiaceantt JI200. 7 ¥ 
Bakery Transfers (Central Grocery, 
Py £2,000; No.1 Branch, £1,000; No. 2 / : 
yy Braneh,: £1,000). 2. ee es, ee 4000 X w. X 
i Transport Department— 
| ie ds Transfers to Departments...... ........ 325 
“y Charges) tor Outsiders <occseesseusceeseees 200 


OTHER INCOME RECEIVED AND CREDITED— 
FLOUSE ENS? |, swsgncaceaccasaescokutemnemene etnies 230 
Share Interest— 
Industrial and Provident Societies.... 100 (£10 owing not 


credited.) 
Other bodies once me ccaceaceacsmesereccens 50 : 
Loan Interest—I. and P. Societies— 
On mortgages ..... aisle omacrlciesneiseenete 40 
Other lO answyene ssecesanee sentence eee 60 (£20 owing not 
credited.) 


Batt kititereSt waccwes cccemacacccsnen ceca 
(Note: Credit sales with £120 bad debts written off. See later.) 


INVESTMENTS LEDGER. 


Shares— Z£ 
COW. Suseiveeies se apisle ad tomercanetret wane tice 12000 
Al Manitacturin  Colggesceneseacenere 4000 

Loans— 

XY Co-op. Society (on mortgage)... 4000 
CUW). Sissossiccscuptacaenine mcranmete tcesetntte 5000 


A. Bs BootiSodietym eerie eee 3000 
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PROPERTY LEDGER. — 
Land, buildings, and fixtures used in {£ 


sEAGl Ouoce et coc amien sect eieameeersceeiccicieienisioeys 10000 
Hisctares andetittimeas nme cnsetecerc cease cients 4000 
Machin eryranideplantic...cecemsss/seciesisas es 1600 
Si veratidyrOllinGustOeks pasceseceeepermcece sss 2000 
Land and buildings not used in trade... 1000 
TLOUSE PLO POLt mutt aprile tlisrisilticicte gcielssis 8000 _. 
INaeveyentbetevbatcie IBYSl eS cosqacosacsoguancecse 200 \ 
Mderaal eres TMS OAS} Coa cbosgennod tedoagaaoronusebN 800 
Dads De piso a CCOUN tacancensc setae esc cecsrs 120 


PRIVATE LEDGER. 
STOCKS TO BEGIN (£7,440)*— 
Grocery Department— 


WAREHOUSES foe ores ork eaarmeeoeeseo@eises 1600 © 

Cetabralradatcccwttice mae oc aescs ante sabeccase@ase 1200 

INOS Te Brat Ch -..6 aiccetiemsasiisctisiscrsieiiceis 800 

ING #2) BEATICHY 4 paewel oes siseparrereeteraspiseessie 800 
Butchering Department— 

(OS EY Bie Le Re Rae en Mier, ct ke ae ane 80 = 

INO ep ratichesscuencsmetaensceterce ne 80 ! 
Drapery Department— 

Centrale een tees cer onnent altenelesoenicce sac see 1200 

INOa ole B ran Chitynassesereccecreesceses icra 800 
IB i¢ S557 aos ss sodcdeadacaucne soanoueddqsedcaecdanc 800 
Transport Department .............++20+0+- 80 

RESERVE AND INSURANCE FUND BALANCES 

(General TESCEVE) «ccc cuienice semesters ce scioeeae 10000 
Plate glass insurance fund.................. 650 
Dividend equalisation fund ............... 2000 
WWeatimpemedits LUTIG  teresiresisiomslesierisiec so 240 


The amount of £800 owing by members for goods at the end of 
the previous quarter has been the subject of a reversing entry not 
recorded above (debit Sales Account £800} and credit Members’ 
Debts Account £800). The Reserve against Debts (£200) recorded 
above requires to be subjected to a reversing entry (debit Reserve 
against Debts and credit Selling Expenses £200}). An amount of 
debts (£120) has been struck off for Bad Debts and debited to a 
Bad Debts Account, but not credited to Sales. It requires to be 
credited to Sales Account and Bad Debts Account, and debited to 
Selling Expenses as follows: Grocery—Central, £20; No. 1 Branch, 
£20. Drapery—Central, £50; No. 1 Branch, £30. 


Selecting the essential figures from the foregoing items, the 
first trial balance (i.e., before the adjustments are made) should 
appear as on following pages. 


* SrocKs.—These amounts are ascertained fom the Statement of Liabilities and Assets and the 
departmental accounts in the balance sheet of the previous period as recorded in the Private Ledger. 

+ Grocery—Central, £200; No. 1 Branch, £100. No. 2 Branch, £100. Drapery—Central, £300; 
No. 1 Branch, £100. 

¢ Made up as follows: Grocery—Central, £40; No. 1 Branch £30; No. 2 Branch, £20. Drapery— 
Central, £60; No. 1 Branch, £50. 
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NEW ERA CO-OPERATIVE SOCIETY LIMITED. 


First TRIAL BALANCE. 


Dr. (x 
a - 
Cashrint Datidinerssstse Re uaten seenands nasa coumelonaauiee cs aeas ete 1905 AN 
Cashivat: Bank: Sonos scsss sss cone mareaeceeems cone swetteteantee 5000 - 250 
Members. ohare Capitals mcrsscessesccscesusedcseaseecensctecta =e ace 38000 
Ioan, Capital’ Metesnesscccerscree spenccae meme ee ecewememetesneses 11000 
Savings ban ka Depositorsm rarer cs scenester costae merase 2200 
Sundry (Creditors a.csce ceteossoresotispniniotantereetaessnesesacstoass | 2200 
Purchases— | 
WvEhg slate Clee pr npanooddoch sdoseneatone be cMuactiogdcaatodes £4800) 4 
(Grocery s De partiieltimansse arte: aa moma ater ete sce 4400 
Butcheriie me partment: aa nnee anaes urease nesters 5000) ~ 
Drapery. Departwiert wer ccuecer<esonsese see secsea see 2400 
Bakery, Depattimentscs...ose+-+2-edsecscsceedonece 3000) _ 19600 / 
Transfers of Goods to— 
WistrabrutiyerDepartiients yee anteeee cece eteesteet een S300 Ming 
productive: Departinentsy, jncay-cesersesssaneeeeteneteeers | 600 
EXPENSES— | 
Distributive Departments— 
Goodsvand "Stock Chargest... 2.2.2. -aceccdsereatasesecesees 40 ist 
Selling UES PeuSes ci .ccssseesianes<sct obser senesseaeeee occas | 2120 200 ~ 
Deliveryabxpensest eee etter eee eee eee | 145 a 
Land, Buildings, and Fixtures Charges ............... 25 ape 
Generalu@uarges allocated te... co. center eeertteeeeecee nee 
Productive Departments— 
Manula Churitl ol COSts paced: tere es tsecascete cineca een 410 
Delivery: HXPeusSes. a. ceues sacmebtecaiacietiams clecccs sera sae 75 
Land, Buildings, and Fixtures Charges ............... ] 30 
General Charcesvallo cated tarerrsc- se. tecc sec canteen 20 
Service Departments— 
(GIN) ODER Ren azn cae gcodpneseonasgucshosaqbecosshb Osean ECAH occa: | 200 
(2) Warehouses). c-ccatatestee dreou ocscidhs sso oesetens scents 100 
(3) Transport Department— 
(DEtiMen Rtn oy COSTS mee netea see ae asceiee ate 180 
Supplementary Running Costs ................. 30 
Land, Buildings, and Fixtures Charges ...... | 5 
General Charges allocated. ..10:--eenescaeee ee Be 
General Expenses for Allocation— 
PANIC ICING Mae aaeletesisea Nese liner sisne sa saticwaroeecsaasenceeaiies 20 
Committee Bees: secacuscencrertecn-ceestareceer meres eTnee, | 20 
Delerates to Comlerenes ora... scemsechedsaceniseasedeer eek | 10 
House Property Expenses—Repairs, etc..............000. 50 
Sales and Charges for Quarter— | 120 
Distributive Departmen tose, 1.024 eee emecee eee man OO) 25200 
Transport Department (nkent-vacces ise ssceacctamcetonbaantee | 200 
Transfers for Quarter— | 
Wiarehouse——CoodSmka.. sstaensseaecra coos uaesee en eee ee anne 4400 
Distributive Departments—Goods ..............-ssese00es 500 
PrOaUCt Ve: DEpartinentS=—GOOdS cn encat cen emasce aise 4000 
Service Departments—Services .........cceseceeeeeccncees 325 
ELOISE RENTS Sst Wises ac oukecesietees cecan name sae aeeenmeeeeens | 230 
Share Interest— 
Industrial and Provident Societies a...csesssesesecanneces 100 
Ohler Bodies 7 asenecooecnssnrceedesecoeeaenonceeeeene nents | 50 
3 Carried fovward....e.ss.scc.sc0es | £39685 £88725 
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Dy, Cr. 
’ BYOURHE FOVWAVE. .<...55 5 corse: 39685 sees 
Loan Interest—Industrial and Provident Societies— 
OmEMOr PAC CSH eee coc ae se enchscslansimaenta sue ecsisetidecerseeoa stones 30¢ 40 
ONE Tal Oo AHS Mn nme air cins Ar taloeicicaise sia ncceheesacveeaneeres.t ae 60 
DAE ROETIT OPES termites cise Seclescecepen seer omcwininceioessaesea sain’ bie 10 
‘Investments— 
SS ATES CHV IES tals ge tenerna slaicicts ioe se sl aelnare sumasiernesecinesaentene 12000 
Shares Ale Mam ibacuurina S| CO, a. cosesecanicisisisie-ielasienia or | 4000 
Loans— | 
X. Y. Co-operative Society (Mortgage) ............... 4000 
CHW Sirs pe cleemistsice nt sietesisias atin opieisio.s'e sinew cle einetoabierming aie 5000 
AME SEE BOO DROO CIOL yarerremmerti sic sien emicniasicine sae atatislowelsten ee 3000 
andvandebuildingssseditt: Prade 7 ss.c..00.seseseses oceans 10000 
RI ERTEES ATE Cae LEGIT OS Ge ce wictcioie elsiciais(sle elelcisieisiane siecle seloie eisiscieinsiisie eats 4000 
Machineryeatid UP lait oe seks ceces eseiecswoisitsleeslisisisiusioesecese sist 1600 
ivevanGeRollit a Sto Ckargsmass vsicaiesciasieseemasieledecsisssicccasesn 2000 
Land, Buildings, and Fixtures not used in Trade ........ 1000 
RVG USEMELODELE Vermeer ero rer ar steer miscalocbiunsenmteisiacseicsoee 8000 doe 
Sere ralieR ese Lye ve LING poceccs cece :clelisleraseoerciec saisaecedrioee sans ope 10000 
Plates Glass surance Und) Wyss. ccs essen inneetnvs siecioseiaidcwst ae 650 
DIV ACS Ger G WaAlISA LOI EUIT seis bts ccisiee aes aieines.culeinnielstsericeiers mc 350 2000 
ID) GapHmBse Metts AU Coeec. carries cies siserecmecciataeats aeatrcactaaee neh | Mh 240 
MWermbetom be DtSamer rite: ven ceine «feicwcceeccemanectecoeenmeraces 800 800 
ME DUSPRESETIVE ag crac ie este com ecunc rine «cmutennr bates wsmcnee cess 200 200 
a CUMIO SIDES Beets ccs tecce ssc ace ee rete «rede c cei chine dade acetiectsisctr 120 120 
StOGoma Alta hyml Stee. fame rseee a tew tase emsenvetilene suceceieocees 7440 soe 
£102845 £102845 


» 


With the completion of the trial balance, this chapter may be 


closed; and in the next chapter we can consider the making of the 
necessary adjustments and the preparation of the final trial balance, 
after which the preparation of the final accounts will be a com- 
paratively simple matter. 


SUMMARY. 


The entries in the various Ledgers having been completed up to the stage 
at which the various end-of-quarter charges and adjustments have to be 
made, a trial balance should be prepared. The principle of the trial balance 
was explained in Part I., and we return to the subject again because of the 
greater number and complexity of the entries that have to be made in the 
trial balance of a large society with several departments and a great variety 


of assets. 


The trial balance at this stage is a first trial balance; a second one will be 
prepared after the adjustments have been made and the accounts are ready 
for the preparation of the balance-sheet accounts. 


The Ledgers are examined in the following order, and the data for the 
trial balance are extracted from them: Cash Book, Share Ledger, Loans 
Ledger, Savings-Bank Ledger, Sundry Creditors’ Ledger, Sundry Debtors’ 
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Ledger, Goods and Expenses Ledger, Sales and Income Ledger, Investments 
Ledger, Property Ledger, and Private Ledger. The entries appear in the trial 
balance on the same side as that upon which they appear in the Ledger. 


The amount of cash received and paid, or the balance of cash in hand 
only, can be entered in the trial balance. Similarly, payments into the bank 
and by the bank, or the balance of the Bank Account only, can be entered 
in the trial balance. Balances in hand at the beginning will be included with 
receipts. 


The total amount of present claims on account of share capital (which 
will have been independently checked in the Shares Summary) can be entered 
in the trial balance instead of the individual balances or the total contribu- 
tions, additions, and withdrawals. The present claims on account of loans 
and savings-bank deposits can similarly be entered on the Cr. side, where 
the share balances also appear. 


Instead of entering the Dr. and Cr. entries of each creditor’s account in the 
trial balance, the accounts can be balanced and the balances brought down, 
after which these balances can be listed and the total can be entered in the 
Cr. column of the trial balance. 


Sundry debtors’ accounts can be balanced and listed in the same manner 
as the sundry creditors’ accounts, and the total can then be entered in the 
Dr. column of the trial balance. 


The accounts in the Goods and Expenses Ledger cannot be closed at this 
stage, as they will be affected by the adjustments that have to be made. 
Therefore each account, with the exceptions now to be noted, should be 
entered in the trial balance with the total of the Dr. and Cr. items in each 
account in its appropriate column. The departmental accounts are not entered 
in the trial balance, as the same amounts are already entered in the accounts 
opened for the three groups of departments, viz., distributive, productive, 
and service. From these accounts the total of each group of functional expenses 
is in each case entered in the trial balance. The total purchases and inward 
transfers are entered for each group of departments—not the purchases for 
each branch or department. The amounts will be entered in the Dr. column. 


The accounts in the Sales and Income Ledger resemble those in the Goods 
and Expenses Ledger in being incomplete before the adjustments are made, 
and in including departmental records that are not required for trial balance 
purposes. Excluding the departmental accounts, the total debit and credit 
entries of each account are entered in the trial balance. 


The accounts in the Investments Ledger are all balanced and the balances 
are brought down before the trial balance is prepared. The balances are then 
listed and the total of each class of investment (as required for balance sheet 
purposes) is entered in the Dr. column of the trial balance. 


The accounts in the Property Ledger will be affected by the adjustments, 
and are therefore not balanced. The totals of the debit and credit entries 
of each class of property are entered in the trial balance. The accounts in the 
Private Ledger will likewise be affected by the adjustments, and the totals 
of the debit and credit entries are entered in the trial balance. 


When the stock on hand at the end of the previous period (as recorded 
in the Statement of Liabilities and Assets in the Private Ledger) is included 
in the trial balance with the entries explained above, the trial balance columns 
should agree—unless an error has been made. 
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QUESTIONS AND EXERCISES. 


, 1. What is the difference between a “‘ first ’’ trial balance and a ‘‘ second ” 
trial balance ? Why are two trial balances prepared ? 


2. From what sources is the first trial balance prepared ? Indicate which 
ee are likely to yield Dr., and which sources Cr., balances for the trial 
alance. 


3. On which side of the trial balance would you expect to find the following 
items: Cash paid; bank overdraft; bad debts reserve; house property 
repairs; dividend equalisation fund; transfers from bakery; expenses of 
office; death benefits fund; debts owing by society; share interest receivable. 


4. Which class of accounts in the Goods and Expenses Ledger and the 
Sales and Income Ledger are not entered in the trial balance ? Why are 
they not entered in the trial balance ? 


5. How would you arrive at the correct amount to be entered in the first 
trial balance in the case of (a) shares of members; (b) sundry creditors’ balances? 


6. Enter the following items in a trial balance, inserting amounts of your 
own choice to make the Dr. and Cr. columns agree in total: Goods purchased ; 
goods sold; trade expenses; interest receivable; share investment in C.W.S.; 
members’ share capital; stock to begin; house property; house property 
rents; house property expenses; cash in hand; cash at bank; land; buildings; 
fixtures. 


7. How may certain Ledgers be made self-balancing ? Give an example. 


8. How are investments listed for trial balance and balance sheet purposes ? 
From what source are the amounts of each class derived ? 


9. Under what headings are the accounts in the Goods and Expenses 
Ledger listed in the trial balance ? 


10. Under what principal headings are the accounts in the Sales and 
Income Ledger listed in the trial balance ? 


11. Prepare a trial balance from the following items: Share capital, £5,000; 
loan capital, £1,000; purchases, £10,000; Trade Account expenses, £1,000; 
investments, £5,000; interest receivable, £60; share interest payable, £65; 
loan interest payable, £10; stock to begin, £2,000; cash in hand, £850; 
trade commissions earned, £50; received in cash for sales, £13,000; owing 
for debts—at commencement, £80; at end of period, £120; reserve for 
bad debts, £150; reserve fund, £250. The difference between the Dr. 
and Cr. items is a bank item, which you are asked to insert. 


12. If the totals of the two columns of the trial balance did not agree, 
what would you assume and what steps would you take to discover the cause 
of the difference ? 
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CHART ERAUXS 4 
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FROM THE FIRST TRIAL BALANCE TO THE 
FINAL TRIAL BALANCE. 


‘THE MAKING OF THE NECESSARY CHARGES 
AND ADJUSTMENTS. 


PART I.—THE PRINCIPLES. 


AVING completed the first trial balance, and having 
found that the Dr. and Cr. totals agree, we can proceed 


to make the charges and adjustments that are essential 
to an accurate presentation of the society’s position and are, 
therefore, to be included in the society’s books before the final 
trial balance and the balance-sheet accounts can be completed. 


The Requirements of the Book-keeper and the Examination 
Candidate. 

In working examination tests, candidates are usually permitted 
to journalise the adjusting items and enter them from the Journal 
to the trial balance or ledger accounts, and thence to the balance- 
sheet accounts, without passing the items through the whole of 
the series of books through which they would pass in actual 
practice in a society’s office; but in this chapter we shall explain 
the manner in which the items, should be treated by the book- 
keeper, not by the examination candidate. The book-keeper must 
know the method of treating the items in the day-by-day work of 
the office; and as the examination candidate is presumably wishing 
to qualify as a book-keeper or secretary, he, also, must know that 
method. It is also necessary for the examination candidate to 
understand what lies behind the shorter and incomplete method 
which is permitted for examination purposes. 
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A First Step. 

It is desirable to prepare a list of the various charges and 
adjustments that will, or may, have to be made before the books 
are finally closed; and this list should be filed so that it may be 
referred to at balancing periods. Reference to the list will help 
the book-keeper to avoid the omission of charges. and adjustments 
that have usually to be made. The following is a suggested list 
of item that will form the basis of the explanations of this chapter; 
but these items may have to be added to in some societies in which 
special circumstances operate that make additional adjustments 
necessary. ‘ 


List OF CHARGES AND ADJUSTMENTS THAT HAVE 
GENERALLY TO BE MADE. 


1) Interest on members’ share capital to be provided for. 
2) Interest on loan capital to be provided for. 


(1) 

(2) 

(3) Interest on savings-bank deposits to be provided for. 

(4) Interest to be charged:— _~ 

(a) To departments on— 
(1) Land, buildings, and fixtures; 
(2) Stocks; 
(3) Debts. 
(b) On house property and other buildings not used in 
trade. 

(5) Depreciation to be charged to:— 

(a) Departments for depreciation of buildings, fixtures, 
&c., used in trade; 

(6) House Property Revenue Account for depreciation 
of house property ; 

(c) Expenses of property not used in trade for depre- 
ciation of this property. 

(6) Interest accrued on share and loan investments of the 
society, on advances to members, and on any other 
amounts owing to the society and chargeable with 
interest to be provided for. 

(7) C.W.S. share interest transferred to Loan Account, or 
any other interest or dividend transferred from one 
account to another to be provided for. 
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(8) C.W.S. and other dividends on purchases declared and 
not yet credited or paid to be provided for. 
(9) Bad debts to be written off. 


(10) Reserve to be provided against debts owing for goods for :— 
(a) Dividend, &c., to bring debts to net amount; and 
(5) Possible losses from bad debts. 


11) Warehouse expenses to be allocated. 


13 


14) Charges and adjustments between departments to be 
made. 


(11) 

(12) Office expenses to be allocated. 

(13) Other general expenses to be allocated. 
(14) 


(15) Accounts paid in advance to be adjusted. 


(16) Amounts owing to be adjusted in cases where no invoice 
has been received by the society for goods or charges 
for which it is liable. 


(17) Amounts owing to, or by, the bank for interest or com- 
mission to be provided for. 


(18) Provision to be made for Collective Life Assurance 
premium or allocation to Death Benefits Fund. 


(19) Writing down of investments and recording of apprecia- 
tion on the realisation of investments to be completed. 

(20) Sales Account to be adjusted for debts owing by members 
and others. 

(21) Allocation to, or from, reserves or other funds, including 
interest on reserve funds to be completed. 


(22) Allocations for education to be made. 


Before commencing his consideration of what follows in this 
chapter in explanation of the correct method of recording the 
entries necessary to effect the adjustments outlined above, the 
student should re-read the paragraphs on the subject of adjustments 
in Part I. of this book on pages 116-118, and, particularly, those on 
pages 167-171. When he has re-read those paragraphs he will be 
able to follow the explanations given below much more easily. 


We shall examine the charges and adjustments in the order 
given above. 
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I. Interest on Members’ Share Capital. 


As explained in Chapter IV. (page 60) and Chapter VII. (pages 
114-116), the amount due to each member for share interest is 
calculated and entered in the interest column of the Shares Sum- 
mary. ‘The total of the interest column is the amount that has to 
be treated. The entry of this amount can originate in the Journal* 
where the entry will be— 


Share Interest Account ...6.......0.0+geesas pDr. 
Disposable Balance Account PHBE 6 Cr. 


——_. 


The debit entry is posted, or entered, from the Journal, in the 
Interest on Shares column in the General Expenses Book, and 
thence to the Goods and Expenses Ledger, from which the item is 
ultimately entered on the Dr. side of the Investments Revenue 
Account. The Cr. entry is taken to the Cr. side of the Disposable 
Balance Account, as share interest is technically a part of the surplus 
and has to be disposed through the Disposable Balance Account. 


This account has then to be debited with the total amount of 
share interest, and the corresponding credit entries are the separate 
amounts entered in the Shares Summary Book (or sheets)+. The 
Journal entries recording these items are:— 


| Dy. 


Disposable Balance fersene CRE. Dr. 


| 
if Se ld. | £ Gye || otal 
Sundry Members for Share Interest.... Cr. | 


2. Interest on Loan Capital. 
The interest due to each loanholder is first ascertained and 


entered in the interest column of the Loans Summary (see page 61 
and pages 118-120), and the total of this column is the amount that 


* The Journal entry can be avoided by entering the amount direct in the General Expenses Book 
from the Shares Summary or a dummy invoice. 

+ Where students are working from a trial balance to the balance-sheet accounts in an examina- 
tion test, the Journal entries given above can be entered direct into the trial balance, unless candidates 
are asked to show the entries in the primary books of entry and the Ledgers. 
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has to be recorded. The entry can originate in the Journal* where 
the entry will be— 


Loan Interest AcCcount.........eceeseseseceeees Dy. 
Sundry Loanholders .........-..---++--++++- Cr. 


The debit entry is posted to, or entered in, the Loan Interest 
column of the General Expenses Book, and from that book reaches 
the Goods and Expenses Ledger, and, finally, the Dr. side of the 
Investments Revenue Account; whilst the corresponding credit 
consists of the individual items in the interest column of the Loans 
Summary and the individual loan accounts.t 


3. Interest on Savings-Bank Deposits. 

The total amount of interest for the period will be ascertained 
from a summary of savings-bank accounts similar to the Loans 
Summary, or from the Simplex records, and this amount will be 
the amount to be entered. It will be treated in a manner similar 
to the loan interest, viz., by a Journal entry, or by direct entry in 
the General Expenses Book either from the summary or through 
the medium of a dummy invoice. Presuming the Journal is adopted 
for the purpose of the first entry, the entry will be— 


Dy. Cr. 


Z£ Se | d. of Sa cd: 
| | 


} | 


Small Savings Interest Account ............. Dr. 
Sundry Depositors ceacesssco-cssecensers Cyr. 


The debit entry is posted to, or entered in, the Small-Savings 
Interest column of the General Expenses Book. The item is included - 
in the total of that column, which is posted to the appropriate 
account in the Goods and Expenses Ledger; and that account is 
closed by transfer to the Dr. side of the Investments Revenue 
Account. The amount of the credit entry in the Journal is. the 
total of the separate accounts credited to the individual depositors 
in the small savings bank accounts. 


* The Journal entry can be avoided by entering the amount direct in the Ge Boo 
from the Loans Summary or a dummy invoice. eae : 
+ Where students are preparing the balance-sheet accounts from a trial balance in an examinati 
test, the Journal entries given above can be incorporated direct into the trial balance si lees eee 
tions are given to show the primary book and Ledger entries leading up to the trial balance entries. 
{ See previous footnote re treatment when working examination tests. 


FROM THE FIRST TRIAL BALANCE TO THE FINAL, TRIAL BALANCE. 159 


4, Interest to be Charged to Departments,+ House Property 
Account, &c. 

(a) Interest chargeable to Departments on Land, Buildings, and 
Fixtures.—In order that a correct charge can be made to the 
departments for interest under this head, it is necessary to know 
the value of the land, buildings, and fixtures employed by each 
department, and to know the separate values of the land, the 
buildings, the fixtures, etc. Where there is a separate shop, e.g., a 
grocery branch, this information should be readily available in the 
Property Ledger (see pages 129-133); but where several depart- 
ments are housed in one block, it is necessary to decide what 
proportion of the capital charges and expenses should be allocated 
to each department. So far as shop fixtures are concerned, the 
problem should present little difficulty. ‘The estimates, or accounts, 
submitted when the premises are built will supply the required 
information for each department, and the accounts for additions 
will supply the information respecting increases upon the original 
values. The problem is more difficult as it affects land and build- 
ings, for questions of position of departments—frontage and 
altitude—affect the utility of various parts of a block of premises, 
tooms at the front and on the ground floor being obviously of more 
value than rooms at the back and ov the top floor. A popular 
method of dealing with the problem has been to pool the expenses 
and allocate them in proportion to the trade of the various depart- 
ments; but this is obviously not a completely satisfactory method, 
for it penalises the progressive department which, by reason of its 
enterprise and efficiency, increases its trade and finds that it has 
to bear a larger proportion of the expenses as a result of its greater 
success, whilst an unenterprising and inefficiently managed depart- 
ment has its proportion reduced simply because it has not been as 
enterprising and successful as other departments. 

The subject is discussed at greater length in Appendix VI.; 
our purpose here is to draw the attention of the student to the 
necessity for a satisfactory basis of allocation of interest charges. 
With expert advice, the capital costs (land and buildings) can be 
apportioned to various rooms at the time the building is erected, 
and each department can be debited with the capital cost of the 
rooms it occupies. If purchased, an allocation of departmental 
proportions should be made at the time of purchase. Alternatively 


t See also page 89. The student should note at this point that interest upon capital in the form 
of motors is a supplementary running cost ranking as a direct charge, not a Land, Buildings, and 
Fixtures charge. 
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to the departmental allocation on a capital basis, the premises can 
be treated as a block, in which case interest will be based upon 
the block, and a proportion of the interest charge, fixed after 
consultation with the experts, will be assigned to each room or 
department and will not be dependent upon the volume of trade. 
The total charge to a department for all expenses of land and 
buildings (including depreciation and insurance as well as interest) 
should be roughly equivalent to what would be paid by a depart- 
ment to a landlord if it were a tenant of such rooms as it occupies.* 


Assuming the capital outlay on land and buildings has been 
allocated equitably to the departments, and that the values of 
the fixtures of each department have been separately recorded 
(see page 130), the basis of the interest charge is established. -The 
nominal value of land, buildings, and fixtures at the commence- 
ment of the quarter or half year is the amount upon which the 
interest should be calculated.+ A summary from the Property 
Ledger can be prepared, the properties of each department, central 
and branch, being listed together for convenience. Columns should 
be provided for interest and depreciation. The amount of interest 
charge should be calculated and inserted for each property, so 
that branch trading accounts and cost accounts can be prepared 
as well as departmental accounts. The total of the interest charges 
for the various branches or sections of each department for land, 
buildings, and fixtures gives the departmental charges, which can 
then be journalised{ as follows :— 


Dr. Cr. 
er SS 
L., B., and F. Charges Account for Intereston| £ | Cee Pee lily Saunas 
L., B., and F.— | | I 
Grocery Departimenitvecssscuerceeccsdendes Dr. | | ! 
Butchering Department .................64. Dy. | | | 
Drapery, Department nm ecenssenceaeset Dr. | 
Boot and Shoe Department ............... Dy. | | | 
REC EEC A asinnctiosen vas eueniose cet asisievieseimionaciente 
Interest Receivable A/c.—Interest | 
charged to Trade A/c. on L., B., | 
and Pun tissscsetessstaetecsancsseaeneseons Cyr. | | 
| 


* See Appendix VIII, for alternative method requiring the keeping of a Property Revenue Account. 


+ Where additions or reductions during the quarter are important in amount, alk 
be made for these alterations. This matter is referred to on page 107. artigo se 


t Or entered direct in the Trade Expenses Book through the medium of a d invoi 
The separate .charges for land, buildings, and for fixtures can be prepared Or cash Ga 
tabular form, as explained in Chapter X. (page 182), and each item can be journalised if desired or 
all the items can be included, separately, in the one dummy invoice. 
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The Dr. entries of the Journal are entered (from the Journal) 
in the Trade Expenses Book and afterwards in the Departmental 
Expenses Book, from which book they are posted (column totals) 
to the appropriate accounts in the Goods and Expenses Ledger, 
the accounts in this ledger being closed by a transfer to the General 
or Branch or Departmental Trading Account, where these charges 
appear as part of the Land, Buildings, and Fixtures Charges. 
The Cr. item of the Journal is posted direct to the appropriate 
Interest Receivable Account in the Sales and Income Ledger; 
and the balance of this account is transferred at the end of the 
trading period to the Cr. side of the Investments Revenue Account. 


(b) Interest on Stocks —The interest charges for capital invested 
in stocks should be based upon the average amount of stock held 
during the quarter. This may be a different amount from the 
value of the stock at the end of the trading period, when stocks 
are usually depleted. A more reliable figure can be obtained, as 
suggested in Part I., page 117,* by adding to the stock on hand 
at the commencement of the trading period the purchases for the 
first half of the trading period, and deducting the sales for this 
period, after reducing the sales to cost price. A charge should be 
made for each shop, etc., and the establishments of each depart- 
ment should be grouped together in the list in which the stocks. 
are summarised, as in the example given in Chapter X. (page 182). 
The charge for each department can then be easily obtained, and 
the departmental charges can be journalisedt as follows :— 


Dy. | Cr. 


| 
Goods and Stock Charges Account for Interest) £ Sais Lo Ne Seales 
on Stocks— 

Grocery, pDepartMent....2......s.0ceccseeeres Dy. 
Butchering Department .............0.0-0 Dy. 

Wrapery, Depattiient-. os... ...cr-ssreccewre ne Dy. | 

Boot and Shoe Department ............... Dy. | 

Interest Receivable A/c.—Interest 
charged to Trade A/c. on Stocks.. Cr. | 


The treatment of these items is somewhat similar to the treat- 
ment of the interest on land, buildings, and fixtures; but the 
Dr. items in this case are a goods and stock charge, not a land, 
buildings, and fixtures charge. 

mois 5 * See also Part Il., Appendix VII. 
+ Or entered in the Trade Expenses Book direct from a dummy invoice. 
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(c) Interest on House Property and other Buildings not Used 
in Trade—The same general principles outlined in previous para= 
graphs, relating to interest charges on trading premises, will be 
followed in charging interest on house property and other buildings 
not used in trade. The nominal value at the commencement of 
the trading period, with allowances for any important alterations 
during the period, will be the basis of the charge. Where the house 
property, halls, etc., are part of a block partly used for trade, the 
capital value should be apportioned in order to ascertain the basis 
of the charge for trade and other purposes. 


The interest on house property will be charged to House 
Property Expenses Account, and the interest on other property 
not used in trade will be charged to the expenses of that property, 
and the Interest Receivable Accounts included in the Investments 
Revenue Account will be credited. The items will be journalised 
as follows :— 


Des Cr 
| eee 
cd Seach £ S.|e@ 
House Property Expenses Account ......... Dr. 
Interest Receivable Account—Interest 
on House Property <...s¢- sl seseesf oes Cr. 


Expenses of Property not used in Trade... Dy. | | | 
Interest Receivable Account—Interest 
on Property not used in Trade....... Cr. 


The Dr. items will be entered from the Journal (or a dummy 
invoice if the Journal entry is dispensed with) in the General 
Expenses Book, and from that book will reach the Goods and 
Expenses Ledger, as explained previously (pages 61 and 62), and 
the Investments Revenue Account (Dr. side). The Cr. items are 
posted direct from the Journal to the appropriate Interest Receiv- 
able Accounts in the Sales and Income Ledger, whence they are 
posted to the Cr. side of the Investments Revenue Account, as 
explained previously (pages 107 and 108). 


(d) Debts.*—A part of the capital of some societies is out- 
standing in the form of debts owing by members and others; and 
interest upon the average amount of debts for the period must be 
charged to each branch and department. These debts should be 
listed at the end of the trading period, as suggested above (page 91), 
but the average amount for the period must be ascertained for the 


* See also pages 89, 91, and 106, 
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purpose of the interest charge. The Journal or a dummy invoice 
will provide the source of the entry for the Trade Expenses Analysis 
Book and the Departmental Expenses Books. If journalised, the 
entries will be as follows :— 


Dr. Cr. 


*Goods and Stock Charges for Interest on : : 


Debts— 
Grocery Depart itlemtavearen.mes-ewarees bree Dr. 
Drapetye Departitlertteemseasce-ccss-cesse cscs Drs 
JOR a Ra ek A ee Dr. | 
Interest Receivable A/c.—Interest | | 
UPON CrediCP ACCOUNTS [es cace see scee Cr. | 


The Dr. items will be entered from the Journal in the Trade 
Expenses Book, and then in the Departmental Expenses Book, 
and will follow the usual course of other entries in these books. 
The Cr. items will be posted direct from the Journal to the appro- 
priate Interest Receivable Account in the Sales and Income Ledger, 
and thence to the Cr. side of the Investments Revenue Account. 

(e) Rate of Interest to be Charged to Departments, House Property 
Expenses, etc—This subject is fully discussed in Chapter V. (page 
89) and in Appendix VII., so that it need not be further discussed 
here. 

5. Depreciation. 

(a) Land, Buildings, Fixtures, etc., Used in Trade—It is not 
usually considered necessary to make any charge for the deprecia- 
tion of land, but many societies do, in fact, provide for such 
depreciation; and their practice tends to consolidate the finances 
and add to the strength of the societies. The making of a charge 
to trading departments for depreciation of buildings, fixtures, 
machinery, etc., used in trade is an essential part of accurate 
accounting. ‘The rate of the charge to be made depends upon the 
length of ‘‘ life’ of the asset to be depreciated ; and suitable rates 
for various classes of assets have been indicated in Chapter V. 
(page 89). ‘The values upon which the charge should be assessed 
should be the original valuest in all cases; but, as mentioned 
above (page 90), reduced or other values are sometimes unwisely 
adopted. The basis of the assessment for depreciation, therefore, 
differs from the basis of values upon which interest charges are 


* The amount for each branch will be inserted, as this will be required for the purposes of the 
Departmental Expenses Book; and the total for each department will also be given. 
+ Allowance must be made for important additions or reductions during the trading period. 
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ascertained, and there are obvious reasons for the difference; but 
these reasons need not be considered here, as the subject is dis- 
cussed at length in Appendix VII. 

A summary of property values should be extracted from the 
Property Ledger and provided with columns for depreciation (see 
page 183). ‘The depreciation charge for each property will be 
inserted in the depreciation column, and the total charge for each 
establishment and each department will be ascertainable. The 
departmental charges (and branch charges) will then be journalised 
(or made the subject of a dummy invoice) on the following lines, 
and afterwards entered in the Trade Expenses Book (and Depart- 
mental Expenses Books), the credit entries being made in the 
various accounts in the Property Ledger recording the property 
that is being depreciated. 


| 
| Dr. Cr 
L., B., & F, Charges for Depreciation*— | Z£ Soyacls ys | s | d. 
Grocery Department .......0.s.-cs0cesanece Dr. | | | | | 
Butchering Department .............6..00 Dr. | | | 
Mra pery De partinen tas-eeaee oases eee Dr. | | | 
Bakery, Departinents .s6s2-6--24s3---<eee ee Dr. | | | | 
Pbransport, Depattitien tenes. .seaeeareee Dr. | | | | | 
TLE Met Coasts Orta ere SI ee Dy. | | | | 
Various Properties s.csase.- oc. seesiess Cr. | | | | ) 


(6) House Property—The House Property Ledger Accounts 
provide the basis of assessment values (original values) upon which 
depreciation will be charged at the fixed rate, allowance being 
made, of course, for any additions to, or reduction of, the amount 
of house property during the trading period. The amount of the 
depreciation charge can be journalised or be charged by means 
of a dummy invoice. It will be entered from the Journal, or invoice, 
in the General Revenue Expenses Book. ‘The credit entry or 
entries will be made in the House Property Ledger accounts in the 


Dy, Cr. 


\es: od. helt eeaiea 
House Property Expenses (for Deprecia- | | | 
TON) ea wate vveuareceeessasiietycatieee cect. 1077. | | 
House Property (Capital) Accounts... Cry. | | | 
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(c) Other Property not Used in Trade.—The principles which apply 
in the case of property used in trade will also apply in the case of 
this class of property, except that the charges for depreciation of 
this class of property are in this case first entered in the General 
Revenue Expenses Book (from the Journal or dummy invoice), 
and ultimately in the Investments Revenue Account, not in the 
Trading Account. They are therefore treated more like the depre- 
ciation charges for house property. The Cr. item is posted direct 
from the Journal to the credit of the Property Not Used In Trade 
(Capital Account) in the Property Ledger. 


6. Interest Accrued on Share and Loan Investments, on 
Advances to Members, and on many other Amounts Owing 
to the Society and Chargeable with Interest. 

It will almost inevitably happen that, at the moment when a 
society closes its books at the end of a trading period, a certain 
amount of interest will have accrued upon some of its investments 
and will not be payable until a later date. Vet the society must 
take credit for this accrued interest if its balance-sheet accounts 
are to be a true reflex of the society’s position. The subject has 
been discussed and some principles laid down in a previous chapter 
(Chapter VI., pages 103-105), and also in Part I. (pages 168-170) ; 
and almost all that need be said on the subject has there been said. 
Special attention should be paid to the difference there explained 
between interest on shares and loans and dividends on shares. The 
Accrued Interest Account should be debited (the dalance of this 
account will afterwards appear in the balance sheet as an asset) 
with the amount of accrued interest or dividend, and the appro- 
priate Interest Receivable Account (i.e., interest on share invest- 
ments, loan investments, advances to members, &c.) should be 
credited by means of Journal entries. 


The following general entry will illustrate the treatment of an 
item of £20, accrued interest arising out of advances to members, 


and this may be taken as typical of this class of entry :— 
Dy Cr. 
SRA s bite Saud 
Accrued Interest Account (Advances to Members)...Dr. 20 0 0 
Interest receivable on Advances to Members...... Cr. 20 0 90 
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From the Journal the Dr. item will be taken to an Accrued 
Interest Account in the Private Ledger, and will ultimately appear 
as an asset in the balance sheet. ‘The Cr. item will be taken to its 
appropriate account in the Sales and Income Ledger, and from 
that account will reach the Cr. side of the Investments Revenue 
Account. As explained in Part I. (pages 168-170), the amount of 
accrued interest is the subject of a reversing Journal entry at the 
commencement of the subsequent trading period. 


7. C.W.S. Share Interest Transferred to Loan Account, and 
any other Interest or Dividend Transferred from one 
Account to another. 

Nearly every case falling within the group indicated by the 
heading of this paragraph will require special consideration, and 
only the general principle can here be considered. That general 
principle is to debit the account to which the amount is trans- 
ferred, and credit the account in which it arises. Taking the case 
of C.W.S. share interest transferred to C.W.S. Loan Account as an 
example, the Loan (Investment) Account must be debited and the 
Share Interest Receivable Account must be credited (C.W.S. Loan 
Account, Dr.; Share Interest Receivable Account, Cr.). These 
entries will first be made in the Journal, and then posted to the 
Ledger accounts, the debit entry being an addition to the C.W.S. 
loan investment, and the credit entry being entered in the Share 
Interest Receivable Account, being thus treated as investment 
income that will ultimately appear in the Investments Revenue 
Account by a transfer from the Share Interest Receivable Account. 

Some items in the group may possibly require to be entered 
from the Journal in some other book of primary entry before 
teaching the Ledger Account. 


8 C.W.S. and other Dividends on Purchases Declared and not 
yet Credited or Paid. 

These dividends on purchases from the wholesale and pro- 
ductive societies have to be allocated to the departments (and 
branches) in proportion to their purchases, and reference to the 
Goods Purchased Book is necessary to ascertain the purchases. 
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There is little difficulty in ascertaining the departmental proportions 
of purchases from the Wholesale Society, but complications arise 
when an attempt is made to apportion the dividend among the 
branches of a department to which goods are transferred from the 
warehouse and not invoiced direct. In such cases, the departmental 
quota may be apportioned among the branches in proportion to 
their respective purchases and transfers from the warehouse. 


The entry of dividend declared and not credited should be made 
in the Journal as shown in the first part of the following statement :— 


| 


Dy, Cr. 


i Se ele i Semel 

Journalising of Amount of Accrued Dividend— 

Accrued Dividend on Purchases A/c.... Dr. 
Grocery Dept.—Dividend on Pur- 


GASES PAY Crus dteacpec mache tentacles sss Cr. 
Drapery Dept—Dividend on Pur- 
CHASES AY Grmeececesaccoeasceeccascescee Cr. 
Etc., ete —Dividend on Purchases 
DAY Coataet ewan ti Seis Siacisisislele rise cc te ceteetle Cr. | | 
Transfer of Items to Trading A/c.— | 
Dividend on Purchases A/cs..........-+++ Dr. | 


Trading Account—Grocery Dept.... Cr. 
os “e Drapery Dept... Cr. 
Htc., etc. Dept... Cr. | 


” ” 


The Dr. entry in the first group of Journal entries is posted to 
an Accrued Dividend on Purchases Account in the Private Ledger, 
from which account the amount is derived as an asset in the balance 
sheet. The Cr. items are posted to the Dividend on Purchases 
Account (or accounts if a Dividend on Purchases Account is required 
for more than one department) in the Sales and Income Ledger, 
and from that account or accounts reach the trading accounts by 
another transfer when the Trading Account is being made out, as 
shown in the second part of the above statement. After the balance 
sheet has been prepared, the amount of dividend accrued is made 
the subject of a reversing entry. The Dividend on Purchases Account 
(or accounts) is debited and the Accrued Dividend on Purchases 
Account is credited with the amount and thus closed. 
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When the C.W:S. notifies the amount of the dividend, the account 
to which it has posted the dividend is debited with the amount 
and the Dividend on Purchases Account (or accounts) is credited. 
The Journal entries are as follows :— 


| 
{ 
Dy. | Cr. 
Pa rere re. 3: 
1. Immediately after completion of Balance | I 
Sheet— | 
Grocery Dept—Dividend on Pur- ] 
ClIBISSS HYG, goccccocpoonotocaconpcece Dy. | i 
Drapery Dept.—Dividend on Pur- | 
CHASESHA Careeteresscane-eneeacecans Dr. | 
Accrued Dividend on Purchases | | 
PUTS Gea OER DOBOUC SPE CEROC DSO OUDB OC Cr. | | | 
2. When the C.W.S. Notifies the Dividend | 1 | 


and its Transfer to Share or Loan | | 
A/e.— | | 
C.W..S. Share (or Loan) Aje-.....-.... Dr. | | 
Grocery Dept.—Dividend on Pur- | 
GEES LUG, concneccctorastonenacceee Cr. | | 
Drapery Dept.—Dividendon Pur- | 
MERI) AWC, Guoncocabsneentaccaccon[s Cr. | \| | 


9. Bad Debts to be Written Off. 


Some debts will possibly have been written off during the 
trading period. If the sales giving rise to these debts were not 
previously credited to the Sales Account, they should be so credited, 
in order to give a correct statement of the sales. Debts to be 
written off at the end of the trading period are the debts which 
call for consideration in this chapter. Presumably, the whole of 
the debts will have been listed, as recommended in Chapter V. 
(page 91); and the list will be examined in order that a decision 
may be reached regarding the debts to be considered bad and 
written off. The debts will then be summarised in the manner 
suggested above (page 91). An adjustment of the Sales Account 
(for each branch and department) must, of course, be effected, as 
explained in Chapter VI. (page 98), for debts owing and for debts 
written off. ‘The debts considered to be bad having been totalled, 
the Bad Debts Account (Selling Expenses) will be debited with the 


FROM THE FIRST TRIAL, BALANCE TO THE FINAL TRIAL BALANCE. 169 


amount and the Sales Account will be credited, or if the items have 
already been credited to Sales Account and debited to the purchasers, 
the accounts of the debtors will be credited with the amounts written 
off. The debit entry, as previously explained (pages 91 and 92), is 
entered in the Trade Expenses Analysis Book, and taken forward 
from this book to the Goods and Expenses Ledger, and eventually 
to the Trading Account as a selling expense. The debts will not 
usually have been credited to the Sales Account, the shop manager 
will merely have made a record of each member’s debts when goods 
are supplied. In these ircumstances, debts written off will be 
struck out of the list, the Bad Debts Account will be debited with 
the amount through the Journal and expenses books as a selling 
expense, and the Sales Account will be credited with it. 


10. Reserves to be Provided against Debts Owing for Goods. 

This subject was discussed in Chapters V. and VI. (pages 90-92 
and 98 and 99), but some repetition and supplement of what was 
said there calls for attention at this point. 

It is not sound business to take debts into the statement of 
assets at their full value—for good reasons. When they are paid, 
dividend will presumably be allowed upon the amount paid, and 
therefore the cash received will be less than the debts, and the 
debts are only worth to the society the amount that will be 
received in cash. Moreover, part of the net cash received will be in 
payment of working expenses, additional to the cost price of the 
goods; and it is doubtful whether this portion should be included 
in the amount of the debts recorded in the balance sheet as an 
asset. There is, in any case, an added reason why the gross amount 
of the debts should be reduced by at least the amount of the 
dividend that will be allowed, and perhaps a little more. In the 
second place, some of the debts will probably never be paid, and 
allowance must be made for this prospective loss by creating a 
reserve, which, when deducted from the amount of the debts out- 
standing, will bring it somewhere near the amount that will be 
realised when the debts are paid. In any case, capital is lying idle, 
and a debt of £10 that will not be paid for a year is worth only 
£9. 10s. to-day, if interest at 5 per cent be assumed. 

For these various reasons, a reserve against debts should be 
created at the end of every trading period after the bad debts have 
been written off. Each branch or establishment will list the 


170 FROM THE FIRST TRIAL BALANCE TO THE FINAL TRIAL BALANCE. 


individual debts, eliminate the bad debts to be written off, and the 
totals of the various branches will be listed in the manner suggested 
on page 91. The amount reserved for dividend and expenses should 
be on the generous side; and it is wise to reduce the debts under 
this heading by the percentage of gross surplus. If, for example, 
the average rate of gross surplus on the sales of the grocery depart- 
ment is 25 per cent, it will be wise to reduce the debts by this 
percentage. This is the reserve for dividend and expenses; it 
includes no element of reserve for bad debts. 


The percentage to be reserved for bad debts must depend upon 
the circumstances—age of the debts, condition of trade, rate at 
which debts are being repaid, average losses during previous trading 
periods, etc. These factors having been considered, a percentage 
should be fixed which covers all the risks, and covers them 
adequately. No doubt some smart critic will notice that two 
reserves are being created on the same debts, and will point out 
that if the debts are treated as bad ones, not to be paid, there will 
be no dividend to allow upon them. ‘There is some theoretical 
justification for deducting the amount of bad debts reserve before 
ascertaining’ the amount to be reserved for dividend, but in practice 
the interests of convenience and wisdom are served by calculating 
both reserves upon the gross amount of the debts. 


The amounts of the reserves having been ascertained from the 
summary of listed debts by a calculation at the percentage rates 
deemed necessary or advisable, they are journalised as follows:— 


Dr. i Cr. 
=e \ 
Jf Seeds | £ | Sa Necde 

Provision for Reserve against Debts A/c. | | | | 
(for possible Bad Debts) ............... Drs | | 
Reserve against Debts Account ......... Cr. | | | I} 
Provision for Reserve against Debts A/c. | | | 
(for Dividend and Expenses) ......... Dry. | 1 | | 
Reserve against Debts Account.......... Cr. | | | | 

| {| 


The Dr. entries for the provision for reserves against debts is 
entered, from the Journal, in the Trade Expenses Analysis Book 
(see pages 91 and 92) and Departmental Expenses Book as selling 
expenses, after which they reach the Trading Account, as explained 
in previous pages. The Cr. entries are posted to the Reserve 
Against Debts Account in the Private Ledger, and the amount of 
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this account is deducted from the gross amount of debts in the 
statement of assets in the balance sheet. 


11. Allocation of Warehouse Expenses. 

These expenses will have been collected in the Trade Expenses 
Analysis Book (see pages 76 and 77), and they require to be 
allocated among the branches, establishments, and departments 
making use of the warehouse. All charges to the warehouse must 
be made before the allocation is commenced, and therefore this 
should be one of the last to be dealt with. The basis of the 
allocation is discussed in Appendix VI., and we are therefore con- 
cerned here only with the entries for effecting the allocation. They 
will first be made in the Journal, where the Warehouse Account 
will be credited with the total of the expenses, and the amount 
will be debited to the various branches, etc., in accordance with the 
principles outlined in Appendix VI., as follows :— 


Goods and Stock Charges: Proportion of 


Warehouse Expenses— | | | | 
Grocetry—No. 1 Branch ..........-...55 «+ Dr. | | | 
i. Ban 2, Bray Clin adosnacrscissnatie Dr. | 
. INOS Se DEaAn Che wesc deacee- econ. Dr. i | 
Beet years eeaiciee oop wel miata ale eres olaielcir “isi Jeio%s Dr 
BE COMET Crreecie cies tee acai ccm apleneuiitiier Dy 
Warehouse Accoumnt........--.sseeeseeees Cr. | 
| | 


From the Journal the debit entries will be entered in the rade 
Expenses Analysis Book and Departmental Expenses Books, whence 
they will reach the departmental and branch trading accounts. 
The Cr. entry will be posted direct to the Warehouse Account in 
the Goods and Expenses Ledger, and will close that account. 


12. Allocation of Office Expenses. 

The method of treating these expenses is somewhat similar in 
nature to the method of treating the warehouse expenses, except 
that they refer to more departments and should be allocated 
before the warehouse expenses, so that a portion can be charged, 
if necessary, to the Warehouse Account. The Office Account should 
be one of the last accounts to be dealt with, because it will have 
to be debited with interest and depreciation on property and 
with other expenses before the total cost can be ascertained. The 
expenses, for purposes of allocation, will be journalised, and treated 


. 
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afterwards in the same general manner as the warehouse expenses, 
but they appear in the General Expenses Allocated section of the 
Trading Account, whilst the warehouse expenses appear in the 
Goods and Stock Charges section of the Trading Account. The 
basis of allocation is discussed in Appendix VI. 


13. Allocation of other General Expenses. 

The allocation of these expenses follows the same general lines 
as the allocation of the office expenses, viz., via the Journal to the 
Trade Expenses Book, or, where necessary, to the General Expenses 
Book. All, or most, of them eventually appear as General Expenses 
allocated in the Trading Account. ‘The basis of the allocation to 
departments is discussed in Appendix VI. ‘These general expenses 
should be allocated before the office expenses and warehouse 
expenses ate allocated, as some of the charges may have to be 
appoxtioned to the office or warehouse. 


14. Charges and Adjustments between Departments. 

At the end of the trading period there are almost certain to be 
some items that have to be adjusted between departments. The 
nature of these adjustments will vary from society to society, and 
can hardly be detailed here. In general, the Journal will record 
the first entries, one department being credited and another 
debited. From the Journal entries, perhaps via some other book 
of primary entry, the income and expenditure account of these 
departments will be credited and debited. 


15. Accounts Paid in Advance. 

Some accounts, such as rates and insurance, are often paid for 
a period in advance. In such cases, accurate accounting requires a 
portion of the expense to be charged forward to the period during 
which the benefit of the expenditure will be received. ‘The pro- 
portion of such expenditure belonging to a later period must be 
ascertained and journalised. Assuming the item to be rates, the 
following would be the entry :— 


eaiae | -& 


lias, ater 


| 
D | 
by 
_— 
| | 


= | 


Accounts paidyin advance jeser enero Dr. 
*L,, B., and F. Charges (Rates) ......... Cx 


* An entry will be made for each department or branch to be credited. 
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The Dr. item will be posted to an account that will be opened 
in the Private Ledger, and the balance of the account will appear 
as an asset in the balance sheet. ‘The Cr. items will appear in the 
appropriate Expenses Book as a credit to be deducted from the 
total expenses there appearing as Land, Buildings, and Fixtures 
Charges. 

At the commencement of the subsequent period the foregoing 
entries will be reversed; the Accounts Paid in Advance Account 
will be closed by a credit, and the debit entry will be recorded in 
the Expenses Book. 


16. Amounts Owing, to be Adjusted in cases where no Invoice 
has been received by the Society for Goods and Charges 
for which it is Liable. 


ce 3} 


Every effort should be made to “ get in”’ all invoices for goods 
received by, and services rendered to, the society. If there be any 
items for which accounts have not been received, they should be 
made the subject of a dummy invoice, which should be replaced by 
the correct invoice when received, or they may be journalised. If 
we suppose an item of goods to be in question, and it is journalised, 
the Journal entries would be:— 


Goods (Grocery Department) ............+.-- Dis 
PNCCGILIES OWI ee cete cine oncleciinssesceoests Cr, | | 


The Dr. item would be entered in the Goods Purchased Book 
like other purchases, and the Cr. item would be entered in a 
specially opened account in the Sundry Creditors’ Ledger or Private 
Ledger for “ Accounts Owing (for which no invoice has been 
received).”’ 

Ground rents have frequently to be provided for under this 
heading, and the treatment of such an item was explained in Part 
I. (page 170). 

Amounts treated in the manner outlined above should be subject 
to a reversing entry at the commencement of the subsequent trading 
period, as explained in Part I. (page 170). 
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17. Amounts Owing to, or by, the Bank for Interest or 
Commission for which no Provision has been made. 

If the society’s making-up date does not coincide with the 
making-up date of the bank, provision will have to be made for 
bank interest and commission. If the bank does not make up the 
pass book and balance it, it will furnish a statement of the amount 
due with these items included. These bank items are matter§ for 
the Investments Revenue Account, and the amounts can be entered 
from the bank book or statement direct in the bank column of the 
subsidiary cash book devoted to the recording of the receipts and 
payments relating to investment revenue. If the amount is entered 
from a statement or declaration from the bank at an interim date, 
and if the amount for the full period is the amount entered in the 
pass book at a later date, care must be exercised to avoid entering 
the interim charge twice. This risk can be avoided by journalising 
the interim amount and reversing the Journal entries (and other 
entries arising therefrom) at the commencement of the subsequent 
period. 


Dr. Cr 
tei £. | Sas 
(a) For Interest on an Overdraft— | | | 
Bank Interest) ssc cc-s<ainenace sooo Dr. | | | 
MS AIC Pe eres sere seiste elects eaters sore os site Cr. | 
(b) For Interest on a Cr. Balance— | 
Bark mncecseeesese sovesemacnaabe sennoadeces Dr. | | 
Banks Mnterestrecrneamerec sees Cr | 
(c)’ For Bank Charges— 
Bamnley Chareese..nd-cesaoecde noe acce Dr. 
Bask marancseonainaeevsscc ue canes Cr. | 


18. Provision for Collective Assurance Premium or Allocation 
to Death Benefits Fund. 

Before the books are closed at the end of the trading period 
provision should be made for the collective life assurance premium 
if it is unrecorded, and adjustments for any payments made in 
advance can be made, as well as for any items of claims outstanding 
where these adjustments are required. 


The collective life assurance premium is to be recorded either 
from an invoice (in dummy form, if necessary), or from the Journal, 
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in the General Expenses Book, as it is a Final Revenue Account 
charge; and any necessary adjustments can be effected from a 


ptimary entry made in the Journal. 


An allocation to a society’s own death benefits fund can be 
treated like a collective life assurance premium—either from a 
dummy invoice or a Journal entry, the Final Revenue Account 
being eventually debited via the General Expenses Book, and the 
The Journal 


Death Benefits Fund in the Private Ledger credited. 
entries would be:— 


Death Benefits Charge Account ............. 


Death Benefits Fund 


Payments from the fund, credited in the Cash Book, can be 
posted from that book to the debit of the fund. 


19. Writing Down of Investments and the Recording of 
Appreciation on the Realisation of Investments. 


Investments in shares and loans often decline in value, and 
as the balance-sheet values should not be greater than market 
values the investments have to be written down. The commencing 
entry will be made in the Journal as follows :— 


Investments Written Down Account ...... 


Investment 


The Investments Written Down Account will be closed by a 
transfer to the debit of the Final Revenue Account (or Reserve 
Fund), and the account of the investment which is to be written 
down, and which appears in the Investments (or Private) Ledger, 
will be credited, but the nominal value will, of course, still be 


recorded there in the following fashion:— 
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Dr. INVESTMEN’ IN THE SOSO MINE Co. LTD. Cr. 
£ ; £ 
Jan. 1. To Balance b/d— June 30.) By Amt. written off..., 100 
1,000 Shares of £1 30; |) Balancesce/daeesee 900 


each, fully paid, 
valued at £leach| 1000 


1000 1000 
June 30. To Balance b/d— 
1,000 Shares of £1 
each, fully paid 
valued at 18s. 
Gachvecesceencces 900 


Where share or loan investments have appreciated, it is not 
customary to take account of the appreciation, as the value may 
ultimately fall again. In the meantime, the difference between the 
balance-sheet value and the market value constitutes a reserve, 
the amount of which is not disclosed by the balance sheet, though 
there is no reason why a note of the market value should not be - 
made in the Statement of Assets and Liabilities, the value entered 
in the £ s. d. columns still being the value recorded in the books. 


Where shares or loans have been sold or otherwise realised for 
more than their balance-sheet value, the amount of difference can 
be journalised (the amount of cash received having been first 
credited to the Investment Account) and carried to the Reserve 
Fund. The following are the appropriate Journal entries :— 


Dr. Cr 
= 
fei | d. Z£ | SF ida 
Inivestimeni ACCOUNT. cee secersiaseceneeresseris Dy. 
Appreciation of Investment Account... Cr. 
Appreciation of Investment Account ...... Dy. 


Reserve Pinas ce eee dete vecvesec since ve Cr. | 


20. Sales to be Adjusted for Debts Owing. 

The method of adjusting the Sales Accounts in respect of debts 
owing, when the cash receipts are the basis of the Sales Account, 
was explained in Chapter VI. (page 98). ‘The amount of debts 
owing should be journalised: a debit to Debts Owing Account in 
the Private Ledger (to agree with the listed debts—see page 184), 
and a credit to the Sales Account in the Sales and Income Ledger. 


These entries should be reversed at the commencement of the next 
trading period. 


FROM THE FIRST TRIAL BALANCE TO THE FINAL, TRIAL, BALANCE, 177 


21. Allocation to, or from, Reserves or other Funds, including 
Interest on Reserve Funds. 

The entries for these accounts will usually originate in the 
Journal. Where a draft is made upon a reserve fund, such as the 
General Reserve Fund or Dividend Equalisation Fund, the account 
of that fund will be debited, and the Disposable Balance Account 
will be credited. If an allocation is being made to these funds, the 
Disposable Balance Account will be debited and the Reserve Fund 
credited. The following are typical entries :— 


Dr. Cr. 


(a) Allocation to Divi. Equalisation Fund— 
Balance Disposable Account.......... Dy. 
Dividend Equalisation Fund ... Cy. 
(6) Draft upon Reserve Fund— 
FRESEH Ves HUNG, wecjisseneteatsincnceseicesenacs Dr. | 


Balance Disposable Account .... Cr. | | 


| 
| 


| | | 
ae 


Where interest is charged upon reserve or similar funds it can 
first be debited via the Journal and General Revenue Expenses 
Book to the Investments Revenue Account, and credited to the 
Balance Disposable Account. The latter account may then be 
debited and the fund credited with the amount of the interest 
charge. 


22. Allocation for Education. 

The provision made for the educational work of societies varies 
in form. Some societies make no definite periodical allocation for 
educational purposes, but treat the expense of any educational 
activities just as they treat their ordinary trading expenses; whilst 
others who similarly ‘‘ pay as they go” from the funds of the 
society will total this expense and treat it as a separate item, perhaps 
in some account other than the Trading Account. The societies 
which adopt these methods are usually societies in which the 
management committee undertakes such educational work as is 
undertaken. In these cases the educational expenses are entered 
in the General Expenses Book or the General Revenue Expenses 


Book. 
M 
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In other societies, whether a special education committee is 
appointed or not, it is customary to allocate either (1) a definite 
sum, which may be the same for all trading periods or may vary 
from quarter to quarter according to the decision of the committee 
or members; (2) a percentage of the trading surplus; or (3) an 
amount per member determined by the rules or by a decision of 
a general meeting under the powers conferred by the rules. 


Where the rules provide that the allocation is to be made from 
the surplus, the amount is journalised at the end of the trading 
period as a debit to the Disposable Balance Account, and a credit 
‘to either (a) the education fund or (b) the education committee. 
If payments on behalf of the educational work are made by the 
general office, the credit will be entered in the Education Fund 
Account, and all payments will be debited to that fund; but if the 
education committee have their own banking account and make 
their own payments, the committee (or education department) 
should be credited with the amount, and their account should be 
debited with it when the cheque for the amount is paid over to 
their secretary. 


If the educational provision is not a partial allocation of the 
surplus—if it is, say, a charge per member—the amount will be 
journalised as a debit to the Education Allocation Account, which 
will be closed by a transfer to the Final Revenue Account, and as 
a credit to either the education fund or the education department, 
according to the circumstances outlined above. 


From the Journal the entries are taken direct to the accounts 
mentioned. Hence, the amount appears in the Statement of Pro- 
posed Disposal of Available Balance (to become later Part A of 
the Disposable Balance Account) when it is a partial disposal of 
surplus, and as an item in the Final Revenue Account when it 
is not a partial disposal of profit. 


General. 

When the adjustments outlined in this chapter, and any others 
that may be required, have been made, the final trial balance in- 
eorporating these adjustments can be made. For guidance 
respecting the preparation of the trial balance the student should 
refer to Part I., Chapter XIII. 


FROM THE FIRST TRIAL BALANCE TO THE FINAI, TRIAL BALANCE. 179 


For examination purposes the candidates can journalise the 
adjustments and incorporate them (by entry where there is no 
entry or bracketing to similar entries where these appear) in the 
trial balance, after which the preparation of the balance-sheet 
accounts can be commenced. These can be prepared in the first 
place on printed sheets from the trial balance, but must afterwards 
be prepared from the entries in the books and entered in the Private 
Ledger, the Ledger Accounts being closed in the case of revenue 
accounts, and balanced (and the balances brought down) in the case 
of the accounts appearing in the Statement of Liabilities and Assets. 
The preparation of the balance-sheet accounts will provide the 
subject of consideration in Chapter XI., whilst the making of the 
adjustments connected with the trial balance given in Chapter 
VIII. will be considered in the next chapter (Chapter X.). 


SUMMARY. 


At the end of every trading period certain charges and adjustments have 
to be made in order that the balance sheet may be a true reflex of the society’s 
position. For examination purposes, candidates are permitted a certain 
latitude in making entries direct to the trial balance or balance-sheet accounts, 
but the book-keeper has to carry the items through the books in a systematic 
manner; and the éxamination candidate must understand the procedure, 
though not always required to follow it in an examination when time is limited. 

In order to avoid overlooking any item that may call for adjustment, 
the book-keeper should prepare and file a list of the adjustments that have 
usually to be made at the end of a trading period. A list of the most frequently 
occurring items are given in the chapter. 

In most cases, the adjustment entries will originate in the Journal; but 
in some cases they can more fittingly originate with a dummy invoice. 

When the adjustments have been made, the final trial balance can be 
prepared. The preparation of the trial balance was explained in Part I., 
Chapter XIII. 


QUESTIONS AND EXERCISES, 


1. What difference in procedure is there regarding adjustments made for 
examination purposes and those made by a society’s book-keeper in preparing 
the society’s balance sheet ? 

2. Prepare a list of the twelve most important adjustments which ate 
likely to have to be made at the end of a trading period by a typical society. 


3. A society has to provide for £1,000 members’ share interest and £500 
loan interest at the end of the quarter. Describe the procedure by which 
these charges would be incorporated in the books and balance sheet of the 
society. 

4. By what methods, on what basis, and at what rate is the interest charge 
for departments assessed for land, buildings, and fixtures, and for stocks ? 
Give specimen entries showing how the charges originate, and indicate the 
books and accounts in which they will be entered before reaching the balance 


sheet. 
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5. Explain the method of providing for interest on house property and 
for land and buildings not used in trade. 


6. Explain the procedure adopted in charging depreciation upon land, 
buildings, and fixtures, giving specimen Journal and other book entries. 


7. How would you treat interest accrued on the society’s loan and share 
investments in other societies ? Give specimen entries. 


8. Show, with Journal and Ledger illustrations, how you would deal with 
(a) provision for a reserve for dividend, etc., on debts and for bad debts, and 
(6) bad debts written off. 

9. Upon what basis would you ascertain the charge to be made for interest 
upon credit accounts, and how would you treat this charge in the books of a 
society ? 

10. Explain the manner in which (a) warehouse expenses, (b) office expenses, 
and (c) other general expenses are allocated. 


11. At the end of the March quarter a society finds that £100, an annual 
insurance premium, was paid on January Ist. How should the item be treated 
in order that the balance-sheet accounts may present the society’s position 
correctly ? 

12. A society at the end of a quarter decides— 

(a) To write down from £1,000 to £500 its share investment in the 
Nono Company. 
(6) To write up the value of a branch shop from £300 to £350. 


During the quarter it has sold for £1,000 some Government Stock bought 
at par for £800, the par value being the balance-sheet value. How should 
these various items be treated in the books of the society ? Give the Journal 
and Ledger entries. 


13, A society decides to allocate £200 of its disposable balance (£2,000) 
to Reserve Fund, but to draw £300 from Dividend Equalisation Fund to 
swell the disposable balance. Give the Journal and Ledger entries necessary 
to record. the carrying out of these decisions. 


14. What do you understand by the reversing of adjustment entries ? 
When, and why, ate these entries reversed ? Give an example (with Journal 
and Ledger entries) of such a reversing of entries. 
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CHAPTER X, 


FROM THE FIRST TRIAL BALANCE TO THE 
FINAL TRIAL BALANCE-—continued. 


THE MAKING OF THE NECESSARY CHARGES 
AND ADJUSTMENTS—continued. 


PART Il.—THE APPLICATION OF THE PRINCIPLES AND METHODS 
IN PREPARING THE FINAL TRIAL BALANCE. 


Era Co-operative Society Ltd. at the end of a quarter were given 

and a trial balance was prepared from them (pages 146-151). 
On page 149 certain minor adjustments that had been made 
in the books were indicated and were incorporated in the first 
trial balance. We shall now assume that the following charges 
and adjustments have to be made before the final trial balance 
and balance-sheet accounts are made out; and, acting on this 
assumption, we shall proceed to explain how these adjustments 
should be effected and related to the trial balance items, both in the 
office and in the class or examination room, in building up the 
final trial balance and balance sheet. The principles upon which 
the adjustments are made were explained in Chapter IX. 


a Chapter VIII. the data for a first trial balance of the New 


Charges and Adjustments to be made at the end of the Quarter. 


1. Interest on members’ share capital, as per the Shares Summary, 
to be charged for quarter, £400. 

2. Interest on loan capital, as per the Loans Summary, to be 
charged for the quarter, £120. 

3. Interest on savings-bank deposits, as per Savings-Bank 
Summary, to be charged for the quarter, £20. 
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4. Interest for quarter to be charged— 

(1) To departments on (a) land, buildings, and fixtures; 

(b) stocks; and (c) debts. 

(2) On land, buildings, and fixtures mot used in trade; and 

(3) On house property. 

The nominal capital values of the land, buildings, and fixtures, 
etc., employed in trade were allocated to the departments as below, 
and the charge for interest* for the quarter in each case was the 
amount shown in brackets. 


Land and 
Buildings. 
£ 4 
Grocery— 
Warehouse ......... 2000 (25) 
Gemtrale nec cunesse 800 (10) 
No. 1 Branch ...... 400 (5) 
No. 2 Branch ...... 400 (5) 
Butchering— 
Centrale nance 800 (10) 
No. 1 Branch ...... 400 (5) 
Drapery— 
EFM  soppcorcco 960 (12) 
Nowe branches 640 ( 8) 
Bakery Deptarcdsqace 2000 (25) 
Transport Dept. ...... 960 (12) 
Office we scroecice tasccese 640 ( 8) 


Fixtures. 


te, 


640 
480 
240 
240 


240 
160 


—K— => Smear 


640 
480 
240 
240 
400 


a2 G9 D> OO to 0 © 0 dD) OO 


Se Pe in een entetend 
Sere wma 


on 
wa 


4 


Live and 
Machinery Rolling 
and Plant. Stock. 
160," (2) eee 
1200 (15) ee 
240 (3) 2000 (25)7 


Mewsee lawman 


£10000 (£125) 


£4000 (£50) 


£1600 (£20) £2000 (£25) 


The average values of the stocks upon which interest had to 
be charged were as follows, and the interest charges are as noted 


in the second column. 


given in the third column. 


, Butchering—Central 
7 No. 1 Branch 


Drapety—Central 7s acemmegrenccuscreesacercce 

a Now ls Branchinaecncdecsenscccncs 
Bakery Department................ pocsaadot ie 
Transport Department.......:....... RetseefTeiets 


ones Cortealie a ncaghinen ae Mente 
pe Now leBranchives wecccscerctnne 
rp NO Sar BranCheccecwmetucace cece 


Tee eee eee eee ey 


Se ii 


Average 


Stocks. 


£ 

2000 
1600 
960 
960 
240 
240 
1600 
960 
1200 
160 


£9920 


r 


The stocks at the end of the quarter are. 


Stocks at 

Interest end of 
Charge. Quarter. 

£ £ 

25 2000 

wie 20 ee 1400 

oe 12 a. ©6=s 800 

12 800 

3 100 

3 100 

20 1100 

12 ue 700 

15 sy) ee EZO00 

2 3 80 

£8280 


+ 


* Taken at 5 per cent throughout for convenience of calculation. 


} Chargeable as a supplementary running cost and included in the direct charges in the Trading 
Account of the transport department. 


{ 


FROM THE FIRST TRIAL, BALANCE TO THE FINAL TRIAL BALANCE, 183 


The Drapery Department Central is allowed to charge 2} per 
cent on the transfers to the branch drapery to cover expenses of 
buying, stocking, and handling the goods transferred—say, {12. 


The debts outstanding at the end of the quarter (which were 
accepted as about the average for the quarter, and therefore taken 
as the basis of the interest charge on debts) were as follows. The 
interest charge is indicated by the. figures in brackets :— 


Amount 

of Debts. 
£ 
Grocery=— Central s sccnecioenwepinse seni om elecars aster 160 (2) 
. INGA de Branch. stecs-cems odes ncsesceses 80 (1) 
= INO wae DLAN CH erotic seinreitoeererastweneeater 80 (1) 
ira pe try Cemeraliancaaca danse seinnemes-h sees 240 (3) 
f INO Fla BranGhy cssjcussuevaeanssseneones 160 (2) 

£720 


These are the amounts after the writing off of the £120 for 
bad debts provided for previously. 


The interest charge on the land and buildings not used in trade, 
(£1,000) was taken as {12; and the interest charge on the house 
property (£8,000) was taken as £100. 

5. Depreciation.—The original values of the property, etc., 
upon which depreciation was assessed were as follows, the rates 
of depreciation and the charges for the quarter being also given :— 


| | 
ays : ' Machiner Live and 
Land. Buildings. | Fixtures. | ander peel Rolling Stock. 
Rate of Depreciation ...... Nil. | 24% p.a. 10% p.a. | 10% p.a. 20% p.a. 
—— - | 
; Orig. | Orig. | Dep’n | Orig. | Dep’n | Orig. | Dep’n | Orig. | Dep'n 
Department. | Values.| Values.| Charge.) Values.) Charge.) Values.| Charge.| Values.| Charge. 
pees £ £ £ TSA ey 5 £ £ £ 
_ Grocery— | aie 
Warehouse ...........00+ | 400 | 2240 14 1200 30 320 8 
Central ceeceassecesssvensces 200 |; 960 6 800 20 mie ie '| 
INO? PO BEaRCHis...-..1260 0c 100 480 3 400 10 eae aoa eal 
NGOs 2 BIA CE rs... seses0- 100 480 3 400 10. OE ae | 
Butchering— tyes 
Centraligiacn.c... 200 800 5 400 10 
No. 1 Branch .. 80 480 S|] 320 8 
Drapery— ; 
Central Civccces. 200 1280 _ 8 | 1200 30 
No. 1 Branch ..... 100 soo} 5 800 20° | ape ae c 
Bakery Department .. 300 | 2080 |. 13 400 10 2000 50 Soe 26d 
120 960 6 400 10 440 i! 4000 200* 
200 1440 9 600 1S fs ree aes 
| £2000 |£12000 | £75 | £6920 | £173 | £2760 | £69 | £4000} £200 
Property not used inTrade 200 | 1600 10 ae isp il de keto ays ani 
2M Dsae a} | | | 
House Property......-.:0.+++ 400 | 10000 50 a ie ar eee) Seem 


ge ¥ . . . . ag . 
* Depreciation of motor vehicles is a supplementary running cost which is included under direct 
costs in the Trading Account. 


~~ 
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6. Interest Accrued on Share and Loan Investments of the Society. 
—The Investments Ledger has been examined for the purpose of 
ascertaining what amount of share and loan interest is due, and it 


is found that £10 is owing from the C.W.S. for interest on shares, 


in addition to the amount credited, £5 is similarly owing from the 
C.W.S. for interest on loans, and £15 for loan interest from the 
A. B. Boot Society. ‘These items (£10 share interest and £20 loan 
interest) are the items noted in Chapter VIII., page 148. 

7. C.W.S. Share Interest Transferred to Loan Account (and any 
other Interest or Dividend Transferred from one Account to another) .— 
All entries arising out of such transfers have been made, and none 
calls for attention in the adjustments we are now considering. 

8. C.W.S. Dividend Declared and not yet Credited —A dividend 
of 2d. has been declared but not yet credited. The amounts to be 
credited to the various departments and branches are as follows :— 


(CSO eh ay —— (OES MAIN 2c csnogencesoncconooonsondaconodsouesaoo 15 
a INGa Ls Braneh coecatasssceedecsecaece ce atencs a 

ss INO #2) Branehye aas.n.cevonsedeaeestecniesetstens ¢ 9 
Butchering——Centraliscccacessseewiescaseie cscs sce se sees 3 
5 Now 1 Branchitiacs.cdeccsteesetee sessing Zi 

ID yey ater ge RET Gos nooocnonocncnopeanodonsscncannsopcse 10 
s INOW To Branch J. cc\icecesc siete ois sareistciseies seis 2; 
Bake f yc scene agacatstacsuciisan tie matins Gites daedaaelete Renee 20 
£70 


iy Debts to be Written Off —These have been written off (see page 
10. Reserve to be Provided against Debts Owing for Goods.— 
(a) For dividend, etc., to bring debts to net amount; and 
(b) For possible losses from bad debts. 
The amount outstanding for debts is £720 (see page 183), and 
a reserve of 25 per cent is provided against these to bring them 
to the approximate cost value of the goods for which payment 
has not been received, and 20 per cent (on gross amount) for possible 
loss from bad debts. The reserves are therefore as follows :— 


Amount Reserve Reserve 

ot for for Bad 

Debts. Dividend, &c. Debts. 
£ £ £ 
Grocery —Centraltevaermecsneesedeees LGOW ee sese AQ We icsecte 32 
b INO; Ie Branches 8Q0 -Akseee 20 ee eee aee 16 
i INOm2 Branchimcccssecere SO) A Reiter, PAN ab 586 16 
Drapery —— Central Nocceecssccceeeeet es 24 Oi ete setts GOD ene 48 
4 INOW WE BEATCinaseeceeennts 1602 eee 4 acne 32 
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11. Grocery Warehouse Expenses to be Allocated—It has been 
decided to allocate these expenses (£212*) in proportion to transfers; 


and the charges are as follows :— 


Gro ceny——— Centralia jcccsisacaindaccincewa sosasieteseiieseses és 
ee INOe WEB rant Ch cess conic ceseseeeeactesusionees ene 49 
4; IN ORES LARCH seen ssac saesuitse cater oreheceee's 38 
EB KG ta vRetre enc cone seins tisiasie/sicier-aplsiseiesinle sine acisiene stae ror see 30 


12. Office Expenses (£237*), including Check Office Expenses 


(£100), to be allocated, and 


13. Other General Expenses (£50) to be Allocated —These have 


been allocated as follows :— 


Butcher- . Trans- 
Grocery. ing. Drapery. Bakery. port. 
4 £ £ £ : 
Office Expenses (£237)......... 120 48 40 23 6 
Audit Expenses (£20) ......... 10 4 3 2 1 
Committee Fees (£20) ......... 10 4 3 2 1 
Delegations (ELO) Were scsens 4 2 2 1 1 
Within the departments the expenses were allocated as 
follows :— 
Grocery , : Drapery 
Department. pnecere se: Department. tocar 
Cent.) No. 1 Now 2:||Gent= No: i Cent. No. 1, 
£ £ é £ £ £ e . 
Office Expenses ....... 60 30 30 28 20 28 12 208 
Audit Expenses ....... 5 3 2 2 2 2 1 17 
Committee Fees ...... 5 3 2 2 2 2 1 7 
Delegations ............ 2 1 1 1 1 1 1 8 


14. Charges and Adjustments to be made between Depariments.— 
The charging of a percentage on transfers from the Drapery Central 
to No. 1 branch has been mentioned under No. 4. 

The charges of the Transport Department have been made to 
the departments. 

These appear to be the whole of the charges and adjustments to 
be made between departments in connection with the accounts 
under consideration. 

15. Accounts Paid in Advance to be Adjusted —The only accounts 
paid in advance are insurance premiums, arrangements having 
been made with the insurance society for most of the premiums 
to fall due at the same date, and they have nearly run out. As 


# These are the final amounts after the amounts entered in the first trial balance have been adjusted. 
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the committee have decided that the unexpired portions of 
insurance premiums shall not be charged forward where they are 
less than £2, the only amount to be charged forward is £10 for the 
bakery. Accounts paid in advance at the end of the previous 
quarter have been adjusted during the quarter by means of a 
reversing entry, as explained in Chapter IX. 


16. Amounts Owing by the Society—After careful inquiry and 
scrutiny, it is found that no amounts are owing for goods, rents, 
etc., other than those recorded in the books and first trial balance. 

17. Amounts Owing to the Bank for Interest and Commission, 
or Owing by the Bank for Interest—The sum of {£10 has already 
been credited as bank interest for a portion of the period; but a 
further sum of £50 is due to the society at the date of making up 
the accounts; and £10 is due to the bank for commission and 
expenses. 

18. Provision for Collective Life Assurance Premium or Alloca- 
tion to Death Benefits Fund.—The society whose accounts we are 
now considering maintains its own death benefits fund. At the 
end of each quarter it raises (or reduces) the amount of the fund 
to a figure equal to 2 per cent of its sales for the quarter, and this 
is the amount it has in hand to meet claims during the subsequent 
quarter. At the commencement of the current period the fund 
stood at £400. Claims amounting to £160 were paid out during 
the quarter, and at the end of the quarter the balance of the account, 
as stated on page 149, was £240. The fund has to be raised to 
£500, and the amount to be allocated to the fund is therefore £260. 

19. Writing Down of Investments and Recording of Appreciation 
of Realised Investments—As no investments have been realised, 
and all the investments of the society are considered worth their 
book value, no entry arises under these heads. 

20. Sales Account to be Adjusted for Debts Owing by Members and 
other Persons.—An amount of £720, as tabulated under paragraph 4 
(page 183), was owing at the end of the quarter and will require to 
be credited to Sales Account. The £120 written off for bad debts 
has already been so credited (see page 149). 

21. Allocation to, or from, Reserves or other Funds, and Charging 
of Interest on Reserve Funds.—Allocation to, or from, reserve 
funds, etc., is a matter dealt with through the Disposable Balance 
Account, as explained on page 177. 
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The society charges the Investments Revenue Account with 
5 per cent on reserve and similar funds, and the amounts so charged 
per annum are added to the funds. The charges for the period 
are therefore :— 
General Reserve, £125. 
Plate Glass Insurance Fund, £8. 
Dividend Equalisation Fund, £25. 
22. Allocation for Education.—An allocation of £50 on member- 
ship basis is to be made through the Final Revenue Account. 


The Next Step. 


The book-keeper or clerk having prepared the ground for the 
making of the charges and adjustments preparatory to the closing 
of the books for the preparation of the balance-sheet accounts, 
we will next proceed to enter these charges and adjustments in 
accordance with the principles and methods explained in Chapter 
x 

1. Mempers’ SHARE INTEREST.—The amount (£400) is 
journalised (see page 157). The Cr. entry in the Journal is taken 
to the Disposable Balance Account. ‘This account is afterwards 
debited with the amounts paid out, or credited to the individual 
accounts of the members, after the balance sheet has been approved. 
The amount is the amount recorded in the Shares Summary. 

The Dr. entry in the Journal is entered in the General Expenses 
Book (see page 60), and from that book reaches the Dr. side of the 
Investments Revenue Account via the Goods and Expenses Ledger 
(see page 125). 

2. LOAN INTEREST.—This amount (£120) is derived from the 
Loans Summary, and is journalised (see page 158). The Dr. entry 
of the Journal is entered in the General Expenses Book, whence 
it reaches the Dr. side of the Investments Revenue Account via 
the Goods and Expenses Ledger (see page 125). ‘The Cr. entry is 
represented by the amounts credited to the individual loanholders. 

3. INTEREST ON SAVINGS-BANK Deposits.—This amount (£20) 
is derived from the Savings-Bank Summary, and is journalised 
(see page 158). The Dr. entry of the Journal is entered in the 
General Expenses Book, whence it reaches the Dr. side of the 
Investments Revenue Account (see page 125). The Cr. entry is 
represented by the amounts credited to the individual depositors. 
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4. INTEREST TO BE CHARGED.—(a) Interest Charged to Depart- 
ments on Land, Buildings, and Fixtures——These items can be 
journalised in the first place (see page 160). The land, buildings, 
and fixtures charges* (for each branch or department) will be debited 
and the corresponding Interest Receivable Account (Interest 
chargeable to Trade Account on buildings, etc.) will be credited. 
The Dr. entries will be taken from the Journal to the Trade 
Expenses Analysis Book, from that book to the Departmental 
Expenses Books, and from these books to the Goods and Expenses 
Ledger, from which the items will next reach the General and 
Departmental Trade Accounts. The Cr. entries will go direct 
from the Journal to the Sales and Income Ledger, where the 
appropriate Interest Receivable Account will be credited, and the 
balance of the account will be transferred to the Cr. side of the 
Investments Revenue Account. The Journal entries are shown 
on page 160. 

(b) Interest Charged to Departments and Branches on Average 
Stocks —These items will first be journalised (see page 161). The goods 
and stock charges (for each branch and department) will be debited, 
and the corresponding Interest Receivable Account (Interest charge- 
able to Trade Account on stocks) will be credited. The Dr. entries 
of the Journal will be entered in the Trade Expenses Analysis Book, 
and from that book will be entered in the Departmental Expenses 
Books. When all entries for the quarter have been made, the column 
totals of these books are entered in the appropriate accounts in 
the Goods and Expenses Ledger, and from the balances of the 
accounts in this Ledger the General and Departmental Trade 
Accounts are built up. The Cr. entry in the Journal is posted direct 
to the Sales and Income Ledger, and then to the Investments 
Revenue Account. The Journal entries recording these interest 
charges on stocks are given on page 161. 

(c) Interest on Debts Chargeable to Departments and Branches.— 
The items under this head are first journalised (see page 162). 
The goods and stock charges of the various departments are debited 
with the interest charge, and the appropriate Interest Receivable 
Account (Interest on hire-purchase and members’ debts) is credited. 
The Dr. item in the Journal is first entered in the Trade Expenses 
Book, and from that book is entered in the Departmental Expenses 
Books. The column totals of these books are entered in the appro- 
ptiate accounts in the Goods and Expenses Ledger, and the balances 


* Supplementary running costs in the case of motors. See footnote page 159, 
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of these accounts provide the data for the General and Depart- 
mental Trade Accounts. The Cr. item is taken direct to the appro- 
priate Interest Receivable Account in the Sales and Income Ledger, 
and the balance of this account is carried to the Investments. 
Ledger Account. The Journal entries recording these interest 
charges on debts are given on page 163. 


(d) Interest on Land, Buildings, and Fixtures not Used in Trade.— 
This item (£12) is first journalised (see pages 160-162). The expenses 
of land, buildings, and fixtures not used in trade are debited, and the 
appropriate Interest Receivable Account (Interest on property not 
used in trade) is credited. The Dr. item is entered in the General 
Expenses Book, and the column totals of this book are posted to. 
the appropriate accounts in the Goods and Expenses Ledger, which 
are closed by transfer to the Revenue Accounts, and in this manner 
the interest charge now under consideration reaches the Dr. side 
of the Investments Revenue Account. The Cr. item in the 
Journal is posted direct to the appropriate account in the Sales and 
Income Ledger (Interest on land, buildings, and fixtures not used 
in trade), and from that account reaches the Cr. side of the Invest- 
ments Revenue Account. 


(e) Interest on House Property —This item (£100) is first entered 
in the Journal (see page 162). Expenses of house property will 
be debited, and the appropriate Interest Receivable Account (Interest 
charged to house property) will be credited. The Dr. item will be 
entered (from the Journal) in the General Expenses Book, and from 
that book will be posted to the House Property Expenses Account 
(or House Property Interest Account if separate accounts are kept 
for the various items of house property expenses), and from that 
account will be transferred with other house property expenses to 
the Dr. side of the Investments Revenue Account. The Cr. item 
in the Journal will be taken direct to the appropriate Interest 
Receivable Account in the Sales and Income Ledger, and from 
that account the balance is transferred to the Cr. side of the Invest- 
ments Revenue Account as ‘‘ Interest Chargeable to House Property 


Account.” 


5. DEPRECIATION.—The charges for depreciation will first be 
entered in the Journal (see pages 163-164 for the Journal entries). 
Land, Buildings, and Fixtures Charges in the case of depreciation of 
property, etc., used in trade,* Expenses of Property Not Used in 


* Supplementary running costs in case of motor vehicles. See footnote, page 164, 
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Trade in the case of depreciation of such property, and House 
Property Expenses in the case of depreciation of house property 
are debited, and the capital accounts of the property depreciated 
are credited. The Dr. entry is entered (from the Journal) in the 
Trade Expenses Analysis Book and Departmental Expenses Book 
in the case of trade properties, and in the General Expenses Book 
in the case of property not used in trade and house property. From 
these expenses books the charges are carried (with other charges) 
to the appropriate accounts in the Goods and Expenses Ledger, 
and from these accounts to the Trading Accounts (general and 
departmental) in the case of the trading items, and to the Invest- 
ments Revenue Account in the case of the other items. 

The Cr. items are taken direct from the Journal to the credit 
of the accounts of the various properties that have been charged 
with depreciation. The values of these properties are reduced by 
the amount of such depreciation before being carried down for the 
next period, and before they are entered in the Statement of 
Liabilities and Assets. 

6. INTEREST ACCRUED ON SHARE AND LOAN INVESTMENTS OF 
THE Society (£10 AND £20).—These amounts should be journalised 
(see pages 165-166). Share interest owing will be debited and share 
interest receivable credited with £10. These items should then be 
posted direct to the Ledgers—the Dr. item to a Share Interest 
Owing Account, which must be opened in the Private Ledger, and 
the Cr. item to the Share Interest Receivable Account in the Sales 
and Income Ledger. The Share Interest Owing Account will be 
balanced at the end of the quarter, and the amount carried down 
will be included among the assets in the balance sheet; and the 
Share Interest Receivable Account will be closed by a transfer to 
the Cr. side of the Investments Revenue Account. 

Loan Interest Owing Account will be debited (in the Journal) 
with £20, and the corresponding item will be a credit to the Loan 
Interest Receivable Account. 

The Dr. item will be posted from the Journal to an account in 
the Private Ledger, which will be opened with the heading ‘‘ Loan 
Interest Owing,’’ and the balance of this account when carried 
down will appear in the balance sheet as an asset. 

The Cr. item will be posted to the Loan Interest Receivable 
Account in the Sales and Income Ledger, and the balance of the 
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account will be transferred to the Investments Revenue Account 
(Cr. side). 

The various entries relating to this accrued share and loan 
interest will be reversed at the commencement of the next quarter, 
for reasons that are explained in Chapter IX. (page 166) and in 
Part 1 (pages 168-170). 

7. TRANSFERS OF INTEREST FROM ONE ACCOUNT TO ANOTHER.— 
Nothing arises for adjustment under this head. 

8. C.W.S. DIVIDEND ON PURCHASES DECLARED AND NOT YET 
CREDITED ({£70).—The commencing entries for this amount will 
originate in the Journal (see pages 166-167 for the entries). Dividend 
Accrued Account will be debited with the total, and the various 
departments and branches will be credited with their quota of the 
total. 

The Dr. entry will be posted from the Journal to an account 
that will be opened in the Private Ledger, and the balance of this 
account, after it has been carried down, will be entered as an asset 
in the balance sheet. 

The Cr. items will be posted to the dividend accounts of the 
various departments and branches in the Sales and Income Ledger, 
and these accounts will be closed by transfer to the Departmental 
and Branch Trading Accounts as dividend on purchases, and will 
be entered on the Cr. side. 

As the dividends have not been paid or credited, the entries 
given above should be the subject of reversing entries at the com- 
mencement of the next trading period, and re-entered when the 
exact figures are notified by the C.W.S. The method of carrying 
out the reversal of these entries is explained in Chapter IX. (page 
167). 

: BaD DEBTS TO BE WRITTEN OFF.—The bad debts written 
off during the quarter have already been dealt with (see page 
149), and no other debts are to be written off. 

10. RESERVE TO BE PROVIDED AGAINST DEBTS OWING FOR 
Goops— 

(a) For dividend, etc., to bring debts to net amount; and 
(0) For possible losses from bad debts. 

Two distinct provisions have to be made. The first is to bring 
the retail value of the goods represented by the debts to the cost 
value, and the second to provide for possible losses from bad debts. 
We will take them in this order. 
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The reserve (£180) for dividend, etc., required to bring the 
gross value to the net value is first provided for by a Journal entry 
(see pages 169-171). ‘The selling expenses of each department and 
branch are debited (Provision for Reserve against Debts) with the 
amount of the reserve provided against the debts of the department 
or branch, and the Reserve against Debts Account is credited 
with the total amount. The Dr. item is entered in a special column 
in the Trade Expenses Analysis Book, and from that book is entered 
in the Departmental Expenses Book. From these books it reaches 
the Goods and Expenses Ledger, and finally the Departmental 
and Branch Trading Accounts. 


The Cr. entry goes direct from the Journal to an account in 
the Private Ledger, designated “‘ Reserve against Debts.” 


Provision for possible bad debts is made in a similar manner 
through the Journal (see pages 169-171). The selling expenses of the 
various departments and branches are debited (Provision for Reserve 
against Debts) with the individual amounts making up the {144, 
and the Reserve against Debts Account is credited with the total 
amount. The individual Dr. items are entered in the Trade Expenses 
Book, and from that book are entered in the Departmental Expenses 
Book. The total of the column recording these charges is posted 
to the Goods and Expenses Ledger, and from this Ledger the 
amount reaches the Departmental and Branch Trading Accounts. 
The Cr. item is posted direct from the Journal to the Reserve 
against Debts Account in the Private Ledger. 


11. ALLOCATION OF GROCERY WAREHOUSE EXPENSES.—The 
item of {100 in the first trial balance is raised to £212 by sub- 
sequent adjustments. The amount will first be journalised (see 
page 171). The Goods and Stock Charges of the affected branches 
will be debited with the amount, and the Warehouse Expenses 
Account will be credited. The Dr. entries will be entered (from 
the Journal) in the Trade Expenses Book and the Departmental 
Expenses Books, and from these books will reach the appropriate 
Ledger Accounts in the Goods and Expenses Ledger, from which 
they will be transferred to the General and Branch Trading Accounts. 


The Cr. entry will be posted direct from the Journal to the 
Warehouse Expenses Account in the Goods and Expenses Ledger, 
and that account will be closed by the entry. 
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12 and 13. OFFICE AND OTHER GENERAL EXPENSES TO BE 
ALLOCATED.—The items (£237, £20, £20, and £10) will first be 
journalised (see pages 171-172). The various accounts in the General 
Expenses Allocated section of the various department and branch 
expenses will be debited, and the respective accounts of the Office, 
Audit, and other General Expenses will be credited. The Dr. 
entries will be taken from the Journal and entered in the Trade 
Expenses Book, and from that book will be entered in the Depart- 
mental Expenses Books. From these books the items (column totals) 
will be posted to the appropriate Ledger Accounts in the Goods 
and Expenses Ledger, and these Ledger Accounts will be closed 
by a transfer to the Departmental and Branch Trading Accounts. 


The Cr. items posted from the Journal to the Office Expenses 
Account, the Audit Expenses Account, the Committee Expenses 
Account, and the Delegation Expenses Account in the Goods and 
Expenses Ledger will close those accounts. 

14. CHARGES AND ADJUSTMENTS TO BE MADE BETWEEN THE 
DEPARTMENTS.—The Central Drapery is to be credited with 24 
per cent on the amount of its transfers to the Branch Drapery, to 
cover its expenses in buying, stocking, and handling. The charge 
is £12. The Branch Account will be debited with this amount as 
goods and stock charges, and the goods and stock charges of the 
Central will be credited with this amount. The items will first 
appear in the Journal. From the Journal the items will be entered 
in the Trade Expenses Book, the Dr. item, like an ordinary item, 
in black ink, and the Cr. item in red ink, to be deducted from 
the total of goods and stock charges. The items will be entered 
(from the Trade Expenses Book) in the Departmental Expenses 
Book, where the No. 1 Branch will be charged with the amount, 
and the Central credited with the amount. The column totals 
give the entries for the Ledger Accounts in the Goods and Expenses 
Ledger, and the balances of these accounts furnish the data for the 
Departmental and Branch Trading Accounts. 

The transport departmental charges to the departments have 
been forwarded weekly in invoice form, and have already been 
entered in the expenses of the departments. The £200 charged to 
outsiders for transport services has also been dealt with by the 
invoice method, and the accounts have been paid. Nothing arises 
for treatment, therefore, in respect of the transport department. 

N 
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15. Accounts Parp In ADVANCE.—The item of £10 for insurance 
on the bakery is the only amount paid in advance. The adjusting 
entry is first made in the Journal (see pages 172-173). “ Accounts 
Paid in Advance”’ is debited with this amount (£10), and the land, 
buildings, and fixtures charges of the bakery are credited. The 
Dr. entry is posted from the Journal direct to the “ Accounts Paid 
in Advance” Account in the Private Ledger, and will appear with 
any other amounts paid in advance as an asset in the balance sheet. 
The Cr. item is entered as a Cr. item, in red ink, in the Trade Expenses 
Book and Departmental Expenses Book, to be deducted from the 
insurance item of the land, buildings, and fixtures charges before 
the amount of this item is posted to the Bakery Account in the 
Goods and Expenses Ledger. The amount will be the subject of 
a reversing entry at the commencement of the next trading period. 


16. Accounts OWING BY THE SocreTy.—No item under this 
heading arises for treatment. 


17. AMOUNTS OWING TO THE BANK FOR INTEREST AND COM- 
MISSION, OR OWING BY THE BANK FOR INTEREST.—£50 is due to the 
society for interest, and £10 is due to the bank for commission. 
These items can be entered either in a subsidiary cash book or the 
Summary Cash Book, as explained in Chapter II., page 17. We 
will assume the subsidiary cash book recording receipts and pay- 
ments relating to investments and investment revenue has been 
decided upon. 


The treatment of the items for the purpose of adjustment will 
vary with the circumstances. If the bank has entered the amounts 
of interest and commission in the pass book, they can be entered 
direct into the subsidiary cash book; but these entries should 
in this case be made before the adjustments stage is reached. 


We will act on the assumption that the Sante have not 
been entered in the pass book. In this case, the entries can best 
originate in the Journal. The bank will be debited with the amount 
of the interest (£50) due to the society, and the Bank Interest 
Account will be credited with this amount (see page 174). The 
Dr. item will be posted from the Journal to the subsidiary cash 
book (bank column), and the Cr. item will be posted direct to the 
Bank Interest Account, which is closed by a transfer to the Invest- 
ments Revenue Account. 
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From the subsidiary cash book the £50 is posted to the Summary 
Cash Book, and increases the balance at bank as there recorded. 
As the £50 is not entered in the pass book, care must be taken 
to include the item in making up the Bank Reconciliation Statement, 
which, as was explained in Part I. (page 211), is prepared at the 
end of each trading period to explain the difference between the 
bank balance as per the Cash Book and the bank balance as per 
the Bank Pass Book. 

The item of £10 commission should also be first journalised (see 
page 174). The Bank Commission or Bank Charges Account in 
the General Expenses Book will be debited and the bank will be 
credited with the amount. The Dr. entry in the Journal will be 
entered in the General Expenses Book, and from that book will be 
posted to the Bank Commission Account in the Goods and Expenses 
Ledger, and the balance of that account will be transferred to the 
Dr. side of the Investments Revenue Account at the end of the 
quarter. The Cr. entry will be posted to the bank column in the 
subsidiary cash book. 

As these entries in the bank columns for interest and com- 
mission are of an interim character and there is no corresponding 
entry in the bank pass book, the Journal entries explained in this 
section (No. 17) should be reversed at the commencement of the 
succeeding quarter. The interest and charges represented by them 
will be included in the amounts that will appear in the bank pass 
book when that is balanced by the bank at the end of the bank’s 
half year. 

18. PROVISION FOR DEATH BENEFITS FuND.—The amount 
to be added to the fund is £260. ‘This is treated through the 
Journal (see page 175). The Death Benefits Charge Account is 
debited, and the Death Benefits Fund is credited. The Dr. item 
is entered (from the Journal) in the General Expenses Book, and 
from that book it reaches the Death Benefits Charge Account in 
the Goods and Expenses Ledger. This account is closed at the end 
of the quarter by transfer to the Final Revenue Account. The 
Cr. item in the Journal is posted direct to the credit of the Death 
Benefits Fund in the Private Ledger. 

19. Writmnc Down oF INVESTMENTS AND APPRECIATION OF 
REALISED INVESTMENTS.—Nothing arises under this head. 

20. DEBTS OWING AT END OF QUARTER.—The £720 owing at the 
end of the quarter must be debited to the Debts Owing for Goods 
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Account, and credited to the Sales Account of each of the depart- 
ments and branches affected. This is done in the Journal. The 
Dr. entry is posted direct to the Debts Owing for Goods Account 
in the Private Ledger, and the Cr. entries are posted direct to 
the Sales Accounts of the various branches and departments in the 
Sales and Income Ledger. The Dr. entry finally appears as an 
asset (less reserve) in the balance sheet, and the Cr. entries finally 
swell the sales in the Trading Accounts. The entries of the £720 
require to reverse at the commencement of the next trading period. 


21. CHARGING OF INTEREST ON RESERVE AND OTHER FUNDS.— 
The interest charges on these funds (which go to swell the funds) 
ate first treated in the Journal. The Interest Charges on Reserve 
and other Funds Account is debited with the amount, and the 
Disposable Balance Account is credited with it. The Dr. item, 
or items, are entered in the General Revenue Expenses Book, from 
which they reach the Dr. side of the Investments Revenue Account 
via the Goods and Expenses Ledger, in which an account for such 
interest is opened. The Cr. items are posted in one total to the 
Disposable Balance Account as Interest on Reserve and other funds. 


The item, or items, are again journalised, the Disposable 
Balance Account being debited, and the various funds credited. 
These Journal entries are posted direct to the accounts mentioned. 
The double set of Journal entries and the entry in the Disposable 
Balance Account are called for by the fact that interest added to 
reserve funds, like interest on share capital, is not a revenue expense— 
it is a partial disposal of the surplus of the revenue accounts, and 
must be treated as such. Whilst it is desirable to show share interest 
and interest on reserve funds as a charge in the Investments Revenue 
Account in order that a clear statement of the surplus obtained 
from the use of a society’s capital may be ascertained, it is necessary 
to show these items as an allocation from surplus; and for this 
reason the amounts so charged in the Investments Revenue Account 
must be credited to Disposable Balance Account and allocated in 
that account. 


22. ALLOCATION FOR EDuCATION.—The sum of {£50 being the 
amount to be allocated, the amount is journalised—a debit to the 
Education Allocation Account and a credit to the account of the 
education committee, who will be debited when the amount is paid 
over. From the Journal the amounts are taken to the accounts 
mentioned in the Journal entries. These entries assume that the 
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allocation for education is to be treated as a Final Revenue Account 
charge, and that the education department maintains its own 
banking account and books of account. 


The Adjustments set forth. 

This completes the review of the entries necessary to effect 
the charges and adjustments, and it will be helpful now to present 
the Journal entries in continuous form and to show, also, the 
trial balance before the adjustments have been effected, and the 
final trial balance after they have been effected. The former has 
already been shown in Chapter VIII, where the data from which it 
was built up were also shown. 


NEW ERA CO-OPERATIVE SOCIETY LTD. 
ADJUSTMENTS AT END OF QUARTER, DECEMBER 31ST, 1925. 


Dr. Cr 
| £ 
SHAM CELeESt A CCOUIME wawoasts cei ce ve cece am recces ot seleneetocer sae Dy. 400 Bae 
Dis posaDley Balancer NCCOUMNE ms .nece seseee sacs onceicoseseeee =e Ore) x 400 
Misposable, Balatice-ACCOULLt sc. ..ec+e Geese seers acenseseeeceasane Dr > ZOOM Nea... 
Sud rye Meribers mecccasseeee oc seers enaneecesessee sere tnecee seen. COA sean 400 
Most Interest A CCOUMNE 2 .sseescs.csesce ese sensawseesisindsbenscee=sle 1D 7S ee 20 eae ree 
SMACK ML OAH ldetstesseracte ec sceces soc cptne sscecsaselc sicene Gye 20 
Sali =-Sa-vinl OS INtETES tye sceec scscccceemrores «fo tads decins.cnedeunace Dr. 20 Se 
Sundry Savings-Bank Depositors ............eceeeeeeeeeeeee Cr: 500 20 
Land, Buildings, and Fixtures Charges* for Interest— 
KSLO CORY === WALTCHOLISE! Grapucteerscsisestneciecicisedtwcescecasciscieiceeee Die 35 
< Carntra lp ecsere cease e aw sacwet tees tne tore ores = £16 Dr. 
ae IN OMBL BLA GI varcthineieaies ccteswine males ociasisccintsaesere 8 Dr. | 
in ING SES LAN CLD w sancnseetiss ssicicessieciscipeittemettenie asians 8 Dr. 39 | 
itr ehert ae — Cental Weaceseecicis- ose sentesisttlsssie tinsel sais 1 Ge OY 
i IN Gem Tati Chi Mra eeneereesetniene carom cecae 7 Dr. | 
ae | BO 
JD Nash pes ey — Qevotitea| occ oongSsecocasconoar sae 15 0s Pespideeniees ess 20 Dr.| 
re INCOMES HALT Cll cs ctoasciveiecs cacesties + siastvnis sivisaersne 14 Dr. | mull 
PSA Ke tayme PALIIMCIL terete naiacines sisin-bane cen sedans (one sctletraiinesie7 Dy.| 43° | 
asbasyoyonar IDSSERGSTKESES coe canagudoce souocdsuonopdge seeer SoedOsneeucH Dr. 43* 
KO) CCM iene cece cee aecen snes ens ssiessiovaePeiscisiai nuvisweecetsences Dr. 13 
Interest Receivable Account for— 
Mnterestoilmeancd aide BUtldings) vec .cc.serouesssencsrna-see’ Cr. 125 
3 IBSISa BUSw SEL aagsadetcoucanc odOn Co HOBIE E aCe EE ere Cr. we | 50 
i. Witehinve tay ati de PLAT Eiesisilerslec(e steiinciepees -w-er Cr, | Eictea| 20 
Wiverattd OUI S StO CK cwgactiesesriemacecee ls Cis) Mens 25* 
Goods and Stock Charges for Interest on Stocks— | | 
GLOCETY—-W ALCHOUSE 22 0...02c00e.ceecerenercerereecnserssrssoecess DV 25 
ee (ett alleerme somes sors eeisclarcsiicissersslasisiseos cise £20) Drs) 
aA IN OSD TAILCIT rcecemea sae cise sv stcisie(vicisnreisie sciecesiee eis 127 Dr 
5 IN). Bt LGM ospgobkpdosaoo dase: soovEneCseCODdeannr 1D yen Ad 


* £25 for supplementary running costs in case of motors. See earlier references, 
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Dr. Cr. 
£ A 
Butchering—Central ..........csccsceecscocecrossecseccessecse 3 Dr. 
5 ING LeBranch s eccesnccee=sersisclesaiemeseseaces 3 Dy; 3 
Drapery—Central ..........eccecsececeseececerecsecceccsesceesce 20 Dr. 
a ING UBB t ati CHim eters cor leedccnecdea-=scsmee ser one 12) Ds; 
— 32 Ao 
Manufacturing Costs—Bakery Department ................... Dy. 15 : 
Supplementary Running Costs—Transport Department.... Dy. 2 ae 
Interest Receivable Account for Interest on Stocks..... Cr. ue 124 
Goods and Stock Charges for Interest on Debts— 
Grocery — Cemtral ion. sacwsseesnseaeenanace select cessilseess= sacle £2 Dy. 
mA ING eG DEAT CL cease nae conte: seats chine c cin cive eladees Ley. 
Ap INOS 2 BraniChiticinmsnedececoonse steed ceteris 1 Dy, ‘ 
Dra pery—— Cem bial meas swesas cai cease deed en st eteaeeiae soiree Tey Ore 
35 INO vs L eB Pam chimccrmcccie ce canea ccc er aveenee 2 Dy. 
Interest Receivable Account for Interest on DebDts...... Cy. 58 9 
Interest on Land and Buildings not used in Trade— 
Expenses of L., B., and F. not used in Trade ................ Dr. ile ; 
Interest Receivable Account for Interest on L., B., and 
Benot usedsin [rade aecncccssesececsss ore neestegeaseslemee Cr. =e 12 
Expenlsesion HOUSE -PIOPeLt yi uecssnveceseressaree reson ovenecewen: Dy.| 100 S00 
Interest Receivable Account for Interest on House 
PLOPELEY Wenees voor cos cecesepesacsesseeesnessucerss<sonoscensewes Cr. 100 
Depreciation—Land, Buildings, and Fixtures Charges*— 
jU.&R. 
L.&B.| Fix. |M.& P.| Stock. 
oes fe TS £ 
Grocery— | 
Wiaxrehouse’...csasetesertsccssaenels | 14 30 8 cise a pelowe 
—— 52 . 
Central eer ssacenbcc eee ees Gale Z0 Dy. 
Non le Branchivncdsaccmeceesactese 3 10 Dr. 
ING aD LAL CIN scene sere reattorte 3 10 IDES 
| 52 
Butchering— 
Centraliecsseuccdat sane 5 10 Dr. 
INO Ped eS Hatt Clim eenttcrensctitettcecs 3 8 Dy 
Saas 26 co 
Drapery— 
Central | istics costpeeses scence. 8 30 Hoe bog) OT 
INOS Ll BranChineaenemedoeesr hou 20 as Dy. 
| 63 * 
Bakery Department .......... [13° |) 40 50 veg, sate 
73 
Transport Department ........ eG 10 11 | 200* Dy 
221% 
OMCE Ts. Wisk setss seston | 9 15 5 Dy 
[{$—_—— 24 we 
Sundry Land and Buildings Accounts ...............0.006 Cr. 280 75 
. HixtureseA CCOUNES meeneseasmene eset ecn eee eee Cr. 173 
7») Machinery and Plant Accounts sess eens Cr. 69 
o Live and Rolling Stock Accounts ............... Cr. 200 


* £200 for supplementary running costs as previously explained. 
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| a ie pee 
Expenses of Property not used in Trade (for Depreciation).. Dy. 10 sie 
Property NOt used ited TAGE ACCOUNT fase este neceesessiesre Cr. ee 10 
Expenses of House Property (for Depreciation) ............. Dr. 50 300 
ETO Use PE LO PCE GY) ACCOMM EC ae ameismeteaelsieccieseinont se sails = sie Cr. soe 50 = 
Interest owing on Investments— 
Share Interest Owing Account (C.W.S.) ........:ecescseeeeeeees Dy. 10.3) eeieee 
Share Interest Receivable Account ................sceeeeees Cr. Ad i) = 
Loan Interest Owing Account (C.W.S., £5: A.B. Boot 
Seteniis QU) ssasccasdouusavaddouucungdesnesauoseaasencddaosan Dr. 20 aes 
Loan Interest Receivable Account ............seceseeeeees Cr. are 20)5= 
Dividends on Purchases not credited— 
Dividends on Purchases Accrued Account ........:.:seeeeeees Dy. 70 
Grocery (Dividend on Purchases Account)— 
(Ceretbeal, ecacsasasoaseseccdopee a octokioecdccadss stecccasn dared Olay (Orz, 
INI@y, Lh Taga vVel ble ae denpdedssnoonondscaed sadn asbuasoondacanedase SCx. 
INJO. TES FW AE Dec sencooenuodedooapnoaad aac bloosonooasneceaoRse5 SeCr, 
—-. 33 
Butchering (Dividend on Purchases Account)— | 
MBs Tale ese rmet ines cielsieeisiissisvieie Swlsgie staatieiss wsinieersviemtete ise = 3 Cyr. | 
IWtey, il VB eweWel slseh sesoss cenacanosasoosoonuscnonodspocéuontdedae ZaCray 
— 5 
Drapery (Dividend on Purchases Account)— 
(Qeyaq seal) so0G3dnoadoeeoacaeSebOU-Seeene. -0ntcct procdecouscetE 10 Cy. 
INie, J) TERRIMVS NG 445 Scene sdcooceseo se adannoduansenecpenDencdeds 2 Cr. 
—— 12 
HS ce tayaetei sofas esate lecisicine eelnsie-le.sin ole ois sisslslele me eireisien sine deiaineisiee Cr 20 
Reserves against Debts— 
Selling Expenses— Divi- | Bad 
dend, | Debts 
etc. | Res. 
Grocery—Central ...........cesceeceneeeeeesseeeres AQ 322—-D7, | 
- ENO IBEATICH ores me cisctssciisisjenctin isis: 20 16 Dy. 
ef INOMEC RD LAT ClO ach evicce einsoeansninesty > 20 [Gi Dy, 
144 
Drapery—Central .......ssseeescessecereecesenees 60 48 Dyr.| 
INfo),, Il Bheenieleynoegadsennaccocosloseuton 40 vA | TONE, 
180 ii 
Reserve against Debts........:.sceseeseeesenenereeseneeeeneneens Cr. #06 324 
Allocation of Grocery Warehouse Expenses— 
Goods and Stock Charges Account— 
Grocery—Centtral ........cccececreeereeeeenceeneeeenenseereeneeeeees Dy. 95 dtd 
; EN OMIM ES TAT C ee teccieseeteeceiiccnscrccecaiscisiclsisiseciascnsle Dy 49 aoe 
- TN, BTV AcococonndsropoBosoo se cHOnoone hednibcednoEcade Dr.| 38 stays 
Bakery .......-esecscerevecesevesescerscccererssecccescsrerssesecrsecsoss Dy. 30 siete 
Warehouse Expenses ACCOUNt ........0eeeeeees eee e etre ees Cr. se 212 
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Dr. Cr. 
Allocation of Office and other General Expenses— L L 
General Expenses allocated— 
| | Com- | Delega- 
| Office. | Audit. | mittee.) tions. | 
howe el ee ae | 
GEO Cea resect ne sene irae se 120 10 10 4 Dy 144 
SB BRAS a See" b/ acunpoccctdd | 48 4 | 4 v 1077; 58 
SD) ira De taysetotintetselersiete slelietetee ss 1 wAOM 95S) sims 2 Dr. 48 
IBYONAERAY occ cauoddnronoebor duc 23 2 er ae 1 Dr.| 28 
ANS HER SIS) 8X03 Ae ho quconcnanc o4ce | 6 1 1 1 Dr. | ©) : 
£237 20 20 10 
Office Expenses ACCOUME............c.0.ceeeereceeseoeeene ences Cri | Os 237 
Audit Expenses Account .........:..cececececereneeenees essen Cr} ass 20 
Committee Expenses ACCOUNE..........-.2:-2-eeeeeeeereeeees Cr" PSS 20 
Delegations’ Hxpenses ACCOUNT ...........-+20+eseeeeseeeeees Cr. Dots 10 
Central Drapery Commission Charge to No. 1 Branch for | 
Expenses of Goods transferred— 
Goods and Stock Charges—No. 1 Drapery Branch ......... Dyas plz Sec 
Goods and Stock Charges—Central Drapery ............. Gril, eee dees 
| | 
Insurance paid in advance— 
/NGoretogsuonis) yaRaitGal oN ENS AROSE ooo ecdasonc Cocporonptconcoseee eccontc Dy AO ae 
Insurance (Bakery, 1, Be, S& BH. Charges) <<. -.-c-.cencenwes Cr ay 10 
Bank Interest and Commission— 
124 Ehill te. soaeecoudapsor nay ancbandcnondn oe poCoRC GauaAnee anbaootaneosnnddhodand Dyas oU 
Ranks Interest Receivable ACCOMM tre cles cmteteteateleleeteleiecteler Cr sae ie te 
Bank Commission and Charges Account .........:seseeeeeeeees Dr.| 10 me 
Bat Keer tosesisnee te nceseaencneec tesscr ces oececcemnaraetstce ess Cro ee 10 
Death Benefits Fund — : 
WeatheBenetit CharreshACcouirt ses. cansee tes -tonece nee ssecenes Dr.| 260 wee 
Meathe Bene ntsre ui dence conte eeae cceeee eee eerene ree Cras 260 
Interest on Reserve and other Funds— 
Interest Charges on Reserve and Similar Funds Account... Dr. 158 5 Be 
Balances M1isposa ler ac COMM re ceciqecceeeceecttese soenseere Cr. ae 158 
Balancer Dis posa ble rACCOUite mew selaiecics s-seseieosetseeaer erase Dy. 158 ae 
Generaler eserves Mundie nec tach ccecaasuccke noone steeesen ate Cyr, | ae 125 
Plate Glass Insurances Hund! (.ncesicsce ore nnckesceehenenmete Cr. aA 8 
Dividendbbqtalisation ye und) Ja-cniecc: eaten eer seaceeeee Cr. | cae 25 
Debts owing at end of Quarter— 
Debts Owin'e for Goods sACcOun teens. sme seee eases seeeeene Dr.| 720 aa 
Sales Account—Grocery—Central ............cceeseseeseees Cr. aoe 160 
a is ne INOS) Bran Chl cckeccaeweccecrs Cr, sets 80 
Rs . ap NOM Ze Bravichinnceseceaesence Cr. oe 80 
\s aS Drapery Central nenccacceceeceemer errs Cr. sis%e 240 
Pp 5 7 INow L Branch) ea.ccncsceerees Cr. | 160 
Education AllocationeAccouttee sates tee eeeneetee teeeeettre Dy. 50 see 
Hducation Depart meniteeersesss:0.ceteeeereatees ee memes LE) “ase 50 


_ * When these expenses are entered in the Trade Expenses Analysis Book, a separate line will 
be given to each branch, and the charge for each branch, as given on page 185, will be entered. The 
correct charge is then taken quite easily to the branch expenses in the Departmental Expenses Book. 


{ Entered after the proposed disposal has been approved by the members if the rules do not provide 
that this provision must be made. 
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NEW ERA CO-OPERATIVE SOCIETY LTD. 


First and final trial balances, December 31st, 1925, showing 
(1) first trial balance of Ledger balances before the making of 
adjustments; (2) the first trial balance with the adjustments 
incorporated; and (3) the trial balance of the Ledger balances 
after the books have been prepared for balance-sheet purposes, 


but before the transfers have been adju 
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sted (see pages 221-222). 


CASH A HANG ccswuces ecu veciecwsececicvesseccure 

», at Bank 
Bank Interest and Commission .. 
Members’ Share Capital 


EO aH Gapita lieescuvesscvssswase access 
Savings-Bank Deposits .............2s.0006 
Sundry Creditors for Goods............+-++ 
Purchases— 
NWALG HOUSE! Casassscsenetesssss=o-rs £4800 
Grocery Department ............ 4400 
Butchering Department.......... 5000 
Drapery Department ............ 2400 
Bakery Department ...........- 3000 


Transfers of Goods to— 
Distributive Departments............... 
Productive Departments 
ExpPENSES— 
Distributive Departments— 
Goods and Stock Charges ...........- 


Selling Expenses...........cs.s0ceseeres 


Delivery Expenses 
Land, Buildings, & Fixt. Charges .| 


General Charges allocated............ | 


Productive Departments— 
Bakery Manufacturing Costs 


Delivery Expenses 
Land, Buildings, & Fixt. Charges . 


General Charges allocated...........- 


Service and Auxiliary Departments— 
(1) Office 


Trial Balance 
First Trial Balance || First Trial Balance || (from Books after 
(before making || (with Adjustments |) Adjustments have 
Adjustments). || Incorporated). been made in the 
|| Books). 
Dr. Cr. Dr. | Cr. Dr. e 
: £ £ 
180s z | 180 ' 1905 ae 
5000 an 5000 10 5040 ee 
ee ie 50 
38000 aa 38000 38000 
11000 | 11000 11120 
mee | 120 f+ 
2200 |} L -2200) 2220 
rl 205 F 
} 2200 || | 2200 | 2200 
| \ i 
ie eee mer 
| 
I ve ve | 
16600 16600 | 16600 | 
3000 | 3000 3000 
| 
8300 | |) 8300 8300 
600 | AS 600 | 600 
| 
40 | 40) 
on 182 | 
cee 82 +4 12 313 
es 9 ( + 
eae | 12) | 
2000) | || 2000) | | 
eel 200 || 324% 200 || 2244 | : 
120 J 120 J | 
145 145 II 145 
25 } 25) ] 
oo || 86 | i| 252 
| 141 J= I | 
208 i 
17 II 250 
Ly || 
| 3) | 
410 410 | | 
ak 15 +7 | 455 
ate 30 | 
75 75 | 75 
30 30 
sat 43 bs 10, toe 
a 73 J+ I 
20 20 | 
ioe | 23 | | 
| 2 | | 48 | 
2 | | 
1) i | | 
200 200 } || | 
S00 13 ¢+ 237 = || | 
24) + | 
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Trial Balance 
| First Trial Balance Trial Balance (from Books after 
(before making (with Adjustments || Adjustments have 
Adjustments). Incorporated). been made in the 
Books). 
Dr. Cr. Dr. Cr. Dr. Cr. 
£ £ £ £ £ 
(2) Warehouses ccccv<cesecsecnssececsrenc 100 nee 100 L 
oe ie: 35 212 ae oes 
“h 
52) 
(3) Transport Department— 
Prime Running Costs .. 2) 180 ala oe Sis 180 oe 
Suppl’y. Running Cosis -- = sd 2 : 257 
: ae 25 4 
: 200 } 
Land, Buildings, and Fix-| 
tures Charges ...........0. 5 we 5) 
a 18 } : 50 tires 
ors wa 27 J 
General Charges allocate1..., a tc : 7 
| | 
1 
General Expenses for Allocation— 
AUGE Charges tisctcscssesssceeveeecosa 20 ee 20 20 aes aes 
_ Committee Fees.. 20 es 20 20 aes se 
Delegation Expense 10 wes 10 10 wee soe 
House Property Expens: 
Repairs ete a \-acssssecstousconeesseeess 50 ae 50) + 
ea ae 100 -t — 200 soa 
aoe Bele 50 
Expenses of Property not used in Trade, m0 ade 2 - fet 22 
1 
Sales and Charges for Quarter— con 
Distributive Departments...........+.+- 800 asito | 800 ae } eee 25240 
| aoe 120 Act 
Transport Department (Charges) .....| aes 200 ue 200 ace 200 
Dividends on Purchases— ’ 
Distributive Departments 50 50 
Productive Departments f 20 : 20 
Transfers for Quarter— 
Warehouse—Goods.......cssecesesseeeeees ees 4400 bee 4400 aes 4400 
Distributive Departments—Goods ... ae 500 eee 500 wen 500 
Productive Departments—Goods......) sit 4000 a 4000 eae 4000 
Hervice| Departments s.cccescecercessostes soe 325 aoe 325 ase 325 
Interest on— 
Members’ Share Capital ............s000 ass nes 400 + A 400 
Moan Capital +...:.sessrese | 120 4 120 
Savings-Bank Deposits 20 -| 20 
Reserve Funds and other Funds 158 158 
Bank Commission ... | ae wa 10 -| see 10 ie 
House Rents ... ans ae 230 Ss 230 aes 230 
Interest Receiva 
Share Interest— 
Industrial and Provident Societies. aa 100 ae 100 +0 110 
Other ‘Bodless. in. :ccacecsscaccectseeseen Ass 50 Fee 50 < 50 
Loan Interest— | 
I. & P. Societies—On Mortgage ...... | a 40 ice 40 sa 40 
ns . Other Loans .......| ake 60 nas 60 eee 80 
ate . . 205 4 
as one cee 50 
Bann terest joes: csasevaceseeeseamrarierss ae 10 Ae 10 ses 60 
Interest Chargeable to Trade— 
On Land, Ballings, and Fixtures ... ee Res “ob 220 ~ eee 220 
On Stocks .. Fee ae sis 124 + ee 124 
On Debts....... caieste aeate padcaneavgueraect CD aoe tee 93) be 9 
Interest Chargeable— 
To Land, Buildings, and Fixtures net! 
used in Trade.. aes oon ees T2°% = 12 
To House Property... om os 100 * a 100 
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; : Trial Balance 
First Trial Balance || First Trial Balance || (from Books after 
(before making (with Adjustments || Adjustments have 
Adjustments). Incorporated). been made in the 
Books). 
Dr. Cr. Dr. Cr. Dr. Cr. 
Investments— & & . f & 
Shares— 
RW Goiceduscastaneascavexacessseccepeensatn 12000 8 12000 aoe 12000 wee 
A 1 Manufacturing Co................. 4000 ais 4000 ws 4000 re 
Loans— 
X Y Co-op. Society (Mortgage) ....| 4000 --- || 4000 ne 4000 
PVVicrecuncuccsseherctncscrebarenseaccscens 5000 oe 5000 505 5000 < 
A B Boot Society... 3000 3000 
Share Interest owing .... 10 + 5 10 
Loan Interest owing ro 20 + 20 
Land and Buildings used in Trade......| 10000 oes 10000 75 ql 9925 
Pixtures and Fittings .......ccc.c.sscseceess 4000 os 4000 173 3827 
Machinery and Plant AS 1600 fee 1600 69 & 1531 
Live and Rolling Stock......<-<..,<.s.se0ss 2000 2000 200 4 1800 
Land, Buildings, and Fixtur 
MOE MEAGE eecreacenessascnasecs seme orsececcee 1000 1000 10 + 990 
House) Property .......-.- sats 8000 50 + 7950 iso 
General Reserve Fund 10000 tae 10000 Ass 10125 
mee aes sae 125 
Plate Glass Insurance Fund..............+. an 650 is oe eas 658 
Dividend Equalisation Fund ............. Abo 2000 Se 2000 Cec 2025 
aie ond ans 25 
Death Benefits Charges Account.......... ie wee 260 as 260 cee 
Death Benefits Fund a are 240 | we ae hoe 500 
# ec | one 0 
IMETADETS WOCUITS s over cnensscenesceeenes incase 800 800 oon 800 720 
cre aa 7 
DEDtS Reserve \........cceccceccccsccsseccsses 200 200 200 ae ae 324 
adubeptsisecsvsveveces.ce-ee-eccsccesteosacces 120 as 120 120 i 
Accrued Dividends on Purchases ........ eee oes 70 < 70 4 
Accounts paid in advance........... AS 530 aes 10 Se 10 506 
Disposable Balance Account .......+....-+ Ae0 peo 158) 158 558 558 
oe au 400f-|  400J + 
Education Allocation Account .........+. See deg 50 ae 50 sis 
Education Department ......... 54 ase ‘ies ee 50 Con 50 
Sundry Members—Appropriation fo 
SSHlareminterestpecnccesnscateesseccsse sn Ses oes acs 400 7 ee 400 
Stocks beginning of Quarter............++. 7440 Rs 7440 8c 7440 
| 
DOD M nancies ssmascane> caecmens & [6102845 £102845 ||£107178 £107178  ||£103950 |£103950 


SUMMARY. 


Before preparing the balance-sheet accounts all necessary adjustments 
require to be made. These will include the making of provision for interest 
upon share capital, loan capital, and savings-bank deposits; for interest 
chargeable upon land, buildings, fixtures, etc. (whether used in trade or not, 
and including house property), upon stocks and upon debts; _ for depreciation 
of land, buildings, fixtures, live and rolling stock; for interest _accrued 
upon share and loan investments; for any interest due to the society and 
transferred to one of its investment accounts; for any C.W.S. or other dividend 
on purchases declared but not credited ; for any debts that have to be written 
off; for any reserve (for dividend, etc., and for possible loss through bad 
debts) against debts owing to the society; for the allocation of warehouse 
expenses and any general expenses requiring allocation; for any inter- 
departmental charges and adjustments; for any expenses or other charges to 
be charged forward; for any amounts owing by the society which have not 
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been notified; for any amounts owing to the bank for interest or bank 
charges, or owing by the bank for interest; for collective life assurance 
remium or allocations to the Death Benefits Fund; for the adjustments 
of the Sales Account where debts are owing; for the writing down of invest- 
ments and the recording of any appreciation of realised investments; for 
any allocation to, or from, reserves or other funds and the charging of interest 
on reserve funds; and for the allocation for education. 


The entry of these various adjustments is generally commenced in the 
Journal. Some of the Journal entries are posted direct to the Ledger Accounts, 
and others reach the Ledgers via another book of primary entry. 


When all the adjustments have been entered in the Ledgers a trial balance 
embodying these balances should agree with the first trial balance (compiled 
from the Ledger Accounts before the adjustments are entered) after the 
adjustment entries have been incorporated in it. Such an altered trial 
balance will provide the material for a final trial balance, in which only the 
balances of the various accounts will appear. 


The various balance-sheet accounts can be first prepared fron this final 
trial balance and copied in the Private Ledger. The various Ledger Accounts, 
the balances of which appear in the revenue accounts, can now be closed by 
transfer to the revenue accounts, as entered in the Private Ledger; and the 
Statement of Liabilities and Assets as there entered can be compared and 
checked with the balances brought down in those Ledger Accounts which 
represent liabilities and assets. 


In making out the balance-sheet accounts, the items appearing in the 
cash statement and revenue accounts are entered on the same side (Dr. or Cr.) 
as that upon which they appear in the trial balance, whilst those destined for 
the Statement of Liabilities and Assets appear on the opposite side. Balances 
carried from one account to another are carried to the opposite side, except 
in the case of the balance of a revenue account carried to the Statement of 
Liabilities and Assets. 


Assets, such as buildings, are entered in the balance sheet at their net 
amount, i.e., with depreciation deducted. A reserve against debts (a Cr. 
item in the Ledger and trial balance) is not entered as a liability in the 
balance sheet, but is deducted from the amount of outstanding debts to 
bring that amount to a net figure. 


Stock on hand at the commencement of the trading period appears in the 
trial balance. It was one of the assets at the commencement of the period 
when assets and liabilities agreed in the balance sheet, and as every debit 
since that date has had its corresponding credit and vice versa, its inclusion 
in the trial balance is essential to secure agreement between the debit and 
credit totals of the trial balance. The amount of stock on hand at the end of 
the trading period is not included in the trial balance, but it is entered in the 
Trading Account as a Cr. entry and among the assets as a Dr. entry. It 
reaches the Ledger Accounts via the Journal. 


QUESTIONS AND EXERCISES. 


1. Selecting figures of your own choice, prepare a statement showing how 
the amount of the quarterly interest charge for land, buildings, fixtures, live 
and rolling stock, would be arrived at in a society with four distributive 
departments (a central and two branch shops in each case), a bakery, a 
slaughter-house, a transport department, and an office. The society owns 
all the property, including the land. 

2. Explain where the data required as the basis of the statement asked for 


in Question 1 can be obtained, and trace the subsequent course of the interest 
charges ascertained in answering Question 1. 
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3. Prepare a statement showing how you would ascertain the depreciation 
charges for the society mentioned in Question 1. What is the difference of 
basis between the interest charges and the depreciation charges on property ? 
Why should there be a difference of basis ? 


4. At the time of making up a society’s accounts it is found that {50 
interest has accrued on the society’s share investment with the C.W.S.; 
that £20 dividend on purchases is due from the X.Y. Boot Society; and that 
dividend on purchases amounting to £10 has been transferred to the society’s 
loan account by the Longchester Printers Limited. No entry relating to any 
of these items has been made in the society’s books. Journalise the foregoing 
items and carry the Journal entries to the appropriate Ledgers, and submit a 
copy of these Ledger Accounts with the items included. 


5. At the end of a half year a society decides to write off £200 for bad debts. 
What entries are likely to be required to give effect to this decision (a) where 
the society has provided no reserve; and (b) where it has previously provided 
a reserve of £300 ? Give both Journal and Ledger entries. 


6. Explain carefully how the correct reserve against debts is ascertained 
at the end of a trading period, and give the Journal and Ledger entries 
required to record the making of the reserve. 


7. Selecting figures of your own choice, explain how warehouse expenses 
are allocated and carried to the Trading Account. Show all necessary Journal 
and other entries. 


8. A society paid £120 for taxes on July Ist, to cover the year from April 
Ist to March 31st. Its half-yearly accounts were made up on June 30th. 
At this date it had also to provide for ground rent (£96 a year) from May Ist, 
the account for which would not be received until November Ist. Explain 
with the Journal and Ledger entries the adjustments that would be required 
on June 30th. : 


9. Explain the various ways in which provision for education is made, 
illustrating by means of Journal entries the different methods of dealing with 
the item in the books of a society. 


10. If you found that your first trial balance did not balance, what steps 
would you take to discover the reason ? What would you do if your first trial 
balance balanced but your final trial balance did not balance ? 


11. Take the balance sheet of your own or some other society, and from 
the balance-sheet accounts compile a final trial balance representing the 
balances of the Ledger Accounts at the moment when the balance sheet was 
prepared. 

12. How would you deal with the following classes of transfer when 
preparing the balance sheet :— 

(a) Transfers from the warehouse to shops. 

(b) Transfers from bakery to shops. 

(c) Transfers from central boot shop to branch. 

(d) Transfers (meat) from butchering department to bakery. 
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CHAPTER XI. 


FROM THE TRIAL BALANCE TO 
THE BALANCES SHEET. 


THE PREPARATION OF THE BALANCE. 
SHEET ACCOUNTS. 


PART I.—PRINCIPLES AND METHODS. 


at the end of the trading period on the lines indicated in 

Chapters IX. and X., so that the ledger accounts present, 
accurately, the position of the society and the results of its 
operations for the period covered by the accounts, the preparation 
of the balance-sheet accounts can be commenced. Before preparing 
the accounts of the New Era Co-operative Society from the data 
given in previous chapters it will be well to discuss the general 
principles and methods applied in building up the accounts, and 
this we propose to do in this chapter. In the next chapter we 
shall apply these principles and methods in building up the accounts 
of the New Era Society. 


The Three Main Parts of the Balance Sheet. 

As was explained in Part I. of this book (page 53), the balance 
sheet of a Co-operative Society consists of three main parts, each 
of which is distinct from the others and differs from both in 
purpose and nature. These three parts are:— 


ale necessary charges and adjustments having been made 


(1) A Receipts and Payments Account (known as the Cash 
Account). 

(2) A Revenue Account (which is divided into three sections: 
Trading Account, Investments Revenue Account, and 
Final Revenue Account), 

(3) A Statement of Liabilities and Assets. 
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The Sub-Sections and Additional Accounts included in the 
Co-operative Society’s Balance Sheet. 

The three main accounts indicated above satisfy the require- 
ments of a balance sheet by showing the results of the trading 
operations for the period and the position of the business at the 
end of the period. Indeed, in the case of the ordinary business 
outside the Co-operative movement, only the Revenue Account 
(with its sub-divisions) and Statement of Liabilities and Assets 
would be prepared, the Receipts and Payments Account being 
omitted. In the case of a Co-operative Society’s balance sheet, 
however, it is customary to present the Revenue Account in 
sections and to include a Cash Account (i.e., an account of receipts 
and payments) and other accounts as well. 


The Revenue Account, which, as pointed out in Part I. of this 


book, is an Income and Expenditure Account, is sectionalised in 
the Standard Balance Sheet to show separately :— 


(a) Trading Revenue ....... Collected in a Trading Account, which 
shows the income and expenditure 
connected with trading operations. 

(0) Investment Revenue ... Collected in an Investments Revenue 
Account, which shows the income and 
expenditure arising out of the opera- 
tions connected with the society’s 
capital. 

(c) Sundry Revenue......... Collected in a Final Revenue Account, 
which shows the items of sundry 
income and expenditure that do not 
fall within the description of trading 
or investment income and expendi- 
ture. 

With this sectionalisation, the number of balance-sheet accounts 
is brought to five, and except for the account explaining how the 
surplus has been allocated, no further account is required by a small 
society. 


The Bank Account. 


It has been the practice of some societies to include a Bank 
Account in their balance sheet. The practice is dying out, and 
there is no reason to regret its death, for the account is unnecessary 
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and has little value. The account records (in addition to items of 
bank interest and bank charges) the payments into the bank and 
the payments effected by the bank on behalf of the society. When 
such an account is published, the Cash Account should only include 
receipts and payments as cash, deposits at the bank being recorded 
as payments and withdrawals from the bank as cash receipts. 
Payments made by cheque have to be treated first as withdrawals 
from the bank and afterwards as cash payments; and amounts that 
are received and afterwards banked, whether cash or cheques, are 
treated first as cash receipts and afterwards as cash payments to 
the bank. As all the payments, inward or outward, have thus 
to be recorded in the Cash Account in any case, there is no advantage 
in showing a separate Bank Account, especially when the published 
Cash Account shows the balance at the bank at the commencement 
and at the end of the trading period, for these balances are the vital 
items of a Bank Account. The Bank Account for these reasons is 
an optional account in the Standard Balance Sheet, and no further 
explanation of it will be required in this book. 


Supplementary Accounts. 

A survey of the balance sheets of the 1,300 retail distributive 
societies in Britain shows that the number of special accounts that 
may be introduced into the balance sheet of a Co-operative Society 
to supplement the five main accounts outlined above is almost 
without limit. Although many of these supplementary accounts 
seem to have little utility, others serve a useful purpose by 
segregating and showing in greater detail some of the items that 
would otherwise be shown in a more summary and less easily com- 
prehended form in the main accounts. Included in this group are 
departmental and branch accounts, which will be explained, along 
with their relation to the main accounts, in a later chapter. 
Another account found in the balance sheet of societies with an 
educational department is the Educational Account, but as this 
account does not relate to the trading activities it can be separately 
and more conveniently considered in a later chapter. A statement 
of expenses is also often included in the balance sheet. This state- 
ment, also, will be considered later. 
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Disposable Balance Account and Proposed Disposal of 
Available Balance. 


In this chapter attention will be confined to the simple form of 
balance sheet, but certain accounts additional to those already 
mentioned are usually included in even the simplest balance sheets 
of Co-operative Societies, and they form a part of the Standard 
Balance Sheet. These accounts relate to the disposal of the surplus. 
They are described as “Disposable Balance Account” and 
“Proposed Disposal of Available Balance.’ The latter is not 
really an account, as it does not represent any book records—it only 
outlines a proposal. With these two accounts added, the list of 
accounts required for the Standard Balance Sheet is as follows :— 


Cash Account. 
Trading Account. 
Investments Revenue Account. 
Final Revenue Account. 
Disposable Balance Account (prepared in two sections, to 
be explained later). 
Statement of Liabilities and Assets. 
Proposed Disposal of Available Balance. 
We can now direct our attention to the preparation of these 
balance-sheet accounts. 


Cash Account. 

The Cash Account of the Standard Balance Sheet embodies a 
definite scheme of grouping of the items, this grouping agreeing, 
roughly, with the balance-sheet accounts to which the various items 
relate.* The sources of most of the items are the quarterly or 
half-yearly summaries in the subsidiary cash books, explained in 
Chapter II. (pages 33 and 34), but a few of the items may be found 
in the Summary Cash Book, as the secretary may have chosen to 
enter certain items, e.g., bank interest and commission, in the 
Summary Cash Book direct and not via a subsidiary cash book. 


With a printed form of Cash Account before him (as per the 
Cash Account in Appendix X.), the book-keeper will enter the 
quarterly or half-yearly totals from the summaries or column totals 
of the subsidiary cash books. If there should be any column totals 
in the subsidiary cash books for which there is no corresponding 

* See Appendix X, for form of Cash Account. i tone 


oO 
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printed name in the printed form, he will enter them under the 
heading of ‘‘ Other Items ”’ in the group to which these items belong. 


Having completed the entries on both sides of the Cash Account, 
and having entered the balance of cash in hand and at bank (at the 
commencement and end of the trading period) as per the Summary 
Cash Book, he will total the Dr. and Cr. sides, and they should 
agree. If they do not agree, he will compare the Summary Cash 
Book summary, or totals, with the summaries of the subsidiary 
cash books; and this comparison should reveal the error. 


All the items included in the printed form of Cash Account 
given in Appendix X. will not occur in every society; and it is 
only necessary to include in a society’s published balance sheet 
those names which are required to describe the society’s receipts 
and payments during the period covered by the balance sheet. 
When writing up the Cash Account in the Private Ledger with 
the other balance-sheet accounts, or preparing the balance sheet 
for the printer, the names in the standard printed form which are 
not required can be omitted. 


Trading Account. 

In preparing the Trading Account it will be found most con- 
venient to build it up in the first instance from the final trial 
balance, i.e., the trial balance prepared after all charges and 
adjustments have been made. In that trial balance the Trading 
Account items of the productive, service, and distributive depart- 
ments are separately recorded. Some secretaries may choose to 
include the charges of each separate department and branch in the 
trial balance; but for the standard form of balance sheet the 
expenses of all the productive and service departments are grouped 
together under their functional headings, as are the expenses of all 
the distributive departments. Two columns are provided on each 
side of the Trading Account—one for Productive and Service 
departments, and one for Distributive departments. Where the 
expenses of the departments or branches are separately recorded 
in the trial balance, it is therefore necessary to total the income 
and expenditure of these departments or branches as (a) Pro- 
ductive and Service departments, and (6) Distributive departments, 
before entering the amounts in the Trading Account. A printed 
standard form of Trading Account can be employed in the first 
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instance in preparing the Trading Account from the trial balance; 
but eventually the account will have to be entered with other 
balance-sheet accounts in the Private Ledger and related to the 
ledger accounts upon which it is based. 


' The Dr. and Cr. items of purchases,* transfers,* expenses,* 
sales,* etc. (the expenses being under functional headings) for all the 
distributive departments will be entered in the Distributive depart- 
ments’ column of the Trading Account. ‘The stocks at the com- 
mencement (in total for all distributive departments{) will also 
be entered from the trial balance, and the stocks at the end of the 
trading period (the total for all distributive departments} will be 
entered from the stock books. The items for the Productive and 
Service departments’ columns will be similarly entered from the 
trial balance and stock books. The respective columns can now be 
totalled, and the balance—surplus or deficiency—of each of the 
columns inserted in the appropriate place. These balances will 
then be transferred, or carried, to the Final Revenue Account. 


After all the balance-sheet accounts have been made up from 
the trial balance, and it has been proved that they balance, the 
Trading Account should be copied into the Private Ledger. The 
ledger accounts relating to the Trading Account will then be 
balanced, and the balances transferred to constitute the Trading 
Account in the Private Ledger. As this has already been entered 
up by copying from the account prepared from the trial balance, 
all that will be required will be confirmation of the accuracy of the 
figures and the insertion of the reference numbers in the Trading 
Account and in the ledger accounts which it summarises. 


Where departmental and branch trading accounts are required, 
these will similarly be built up from the ledger accounts of the 
Trading Account items relating to these departments and branches. 
These accounts will provide the information for each branch or 
department, but there will be no account for the distributive (or 
productive and service) departments as a whole, as required for 
the balance sheet; but the necessary information for the published 
Trading Account can be obtained by preparing a summary of the 
SOs aaa ae and.branch accounts. The tabular form of presenting 


* + See Chapter XII. for explanation of treatment of transfers from warehouse or central alee 
to branches. 
+ Including warehouse stocks. 
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departmental and branch accounts, explained in a later chapter, 
meets the need of societies desiring to supply these accounts. 


The various transfers from the ledgers to the Trading Account 
can be effected by means of journal entries.* The same method 
can be employed when building up the Investments Revenue 
Account, Final Revenue Account, and other accounts, as well as 
for transferring items from one account to another; and the subject 
will, therefore, not be referred to again when these accounts are 
being explained. 


Investments Revenue Account. 

This account, like the Trading Account, can be built up in 
the first place from the trial balance, but its preparation is not 
complicated by departmental and branch accounts like that of the 
Trading Account. A printed form can be employed in the first 
instance, any items for which provision by printed headings is not 
made being “ written in.” The entries having been completed, the 
account can be balanced and the balance transferred to the Final 
Revenue Account. 


When the whole of the balance-sheet accounts have been com- 
pleted and it has been shown that they balance, the Investments 
Revenue Account can be copied in the Private Ledger from the 
printed form. The ledger accounts relating to the Investments 
Revenue Account are now closed; and these accounts and the 
Investments Revenue Account in the Private Ledger are treated 
in the same way as the ledger accounts relating to the Trading 
Account mentioned in a previous paragraph. 


Final Revenue Account. 

This account is commenced with the balance carried from the 
Trading Account and the balance carried from the Investments 
Revenue Account. The remaining items are to be found in the 
trial balance (hence in the ledgers as well). The same procedure 
as was adopted in the case of the Investments Revenue Account 
can be adopted in the case of the Final Revenue Account—first 
a preparation on a printed form from the trial balance, and then 
in the Private Ledger from the ledger accounts. The balance of the 
account is carried to the Balance Disposable Account (Part B), 
which will now be explained. 


* See Part I., page 181, for the journalising of transfers. 
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Disposable Balance Account. 


This account is published in two parts (A and B), but there is 
only one ledger account for it. 


Part A explains the manner of disposal of the balance available 
at the end of the previous trading period as shown in the Statement 
of Liabilities and Assets of that period. Part B, starting with the 
balance of account carried down from Part A and the balance of 
the Final Revenue Account, shows how the net amount of surplus 
available for disposal at the end of the current period is arrived 
at, and this net amount, which balances the account, is the 
amount carried down and included in the Statement of Liabilities 
and Assets. 


It will be most convenient if we first explain Part B, because 
it naturally follows the Final Revenue Account. Part B commences 
with an entry of the balance of account from Part A, viz., any 
part of the surplus of the previous period not allocated. The 
second entry is the balance carried from the Final Revenue Account. 
The only other probable item is share interest for the period.* The 
amount of this interest is entered in this account because share 
interest is technically a part of the surplus and must, therefore, 
be treated as a disposal of surplus, i.e., a debit item. As the share 
interest has already been treated as a debit in the Investments 
Revenue Account, a credit must also appear for the amount in 
the Disposable Balance Account, or the balance of the debits and 
credits will not be maintained. The method of arriving at this 
result is explained in Chapter IX. (page 157). Similarly, interest 
charged upon, and added to, reserve funds is a part distribution of 
surplus and must be debited and credited in the Disposable Balance 
Account, Part B, as well as debited in the Investments Revenue 


Account. 


When making out the Disposable Balance Account, Part B, a 
printed form can be employed in the first instance, and the items 
other than the balance brought from the Final Revenue Account 
can be entered from the trial balance. Any balance of Part A 
will appear in the trial balance as the balance of the Disposable 
Balance Account in the Ledger. The amount of share interest and 


* Tf interest is charged upon reserve funds and similar funds it should pass through this account, 
but this item does not occur as often as share interest, which always occurs in this account unless the 
society is unable to pay interest upon its share capital. 
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interest on reserve funds will also be recorded in the trial balance. 
The Disposable Balance Account will next be entered in the Private 
Ledger, and the accounts which are closed by transfer to the Balance 
Disposable Account will now be closed, the transferred balances 
will be inserted where necessary, and the usual cross references will 
be inserted. 

Part A commences with the balance disposable as per the 
previous balance sheet. The various allocations of this amount 
will have been approved by the members during the current period, 
and only if there is any balance carried forward will there be a 
ledger balance appearing in the trial balance at the end of the 
period. Nevertheless, an account has to be included in the balance 
sheet showing the manner of disposal, and it must be extracted 
from the Disposable Balance Account in the ledger. This account 
should be subjected to an interim balancing after the members’ 
meeting has approved the allocations. As no more suitable place 
is available for explaining the treatment of the items in this 
account, we make the explanation here. The ‘‘ Proposed Disposal 


e,! 


of Available Balance” statement printed in the previous balance 
sheet will, presumably, represent the disposal approved by the 
members, and the items in this statement should first be journalised 
in the manner indicated below. We assume some typical allocations, 
including allocations to the Reserve Fund and to a Dividend 


Equalisation Fund. 


Dr. Ci 
Le seed: Pa KS: al 
Disposable, BalancesAccount tnepsen-esesr eee ya 2000. ‘OOM eee 

Various Members for Dividend .............. (Grell essates TOOT Onn O 
BONUS COMM plOvecsmewesseesssetceese reese CHM) Bessie Ome OMCs 
Wd UCa tion SH Utidl 2.7. mewmemecttneeeeee seca cee Grell iesce 100 0 0 
Royal Intarimaty. Domation meses ensccetsees CoA eat eacee 5a Om0) 
GetleralsReseryverrutidiaers scene neem am eee (Gig aesaes SS OnnO, 
Dividend Equalisation Fund..............0008 (orn ee ee 50 0 0 


A Disposable Balance Account built up by posting the preceding 
items from the Journal and on the assumption that the amount of 
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the disposable balance was £2,100, would appear as follows in the 
Ledger :— 
DISPOSABLE BALANCE ACCOUNT. 
PART A.—DIsposaL OF BALANCE AVAILABLE AT END OF LAST 


Dy. HALF YEAR. Cr. 
et £ £ 
To Dividend to Members......... 1700 | By Balance disposable, as per 
», Bonus to Employees.......... 50 last Balance Sheet ......... 2100 
per Editcation! Eiitidec...cssssecoe 100 
», Charitable Donations......... ‘oy | 
,, General Reserve Fund ...... 95 
,, Dividend Equalisation Fund 50 
», Balance carried down......... 100 
£2100 £2100 


PART B.—CURRENT HALF YEAR—AVAILABLE BALANCE. 


ees 
By Net unappropriated Balance 
brought down from 


| Patt As Account 2a... 2. 100 


Part A, as shown above, would be Part A of the Balance 

' Disposable Account as published. ‘The line “‘ To Balance carried 

down” would be the first entry on the Cr. side of Part B of the 

account, and this part has already been explained. Built up in 
the manner explained, Part B might appear as follows :— 


Dr. PART B.—CuURRENT HALF YEAR—AVAILABLE BALANCE. Cr. 
ZL £ 
To Appropriation for Share In- By Net unappropriated Balance) 
terest for Half Year, as brought down from 
per Investments Rev. Pact wALOheACCOUME tn. | 100 
NGOS TE coscooacceeBoboossec 500 | ,, Balance (Surplus) from Final 
,, Appropriation for Interest Revenue Account........ 2500 
on Reserve Funds for » share Interest, as charged 
Half Year, as per In- toInvestments Revenue 
vestments Rev. A/c....| 100 PSC CONTE Ras sien aceeloceit 500 
,, Balance disposable (after ,, Interest on Reserve Funds, 
making Appropriation as charged to Invest- 
for Share and other ments Revenue Account| 100 
Interest), as per State- 
ment of Liabilities and 
ENGSE LS rceractisins cascisssterstle 2600 
£3200 £3200 


The balance disposable—{2,600—is the amount treated in the 
subsequent statement, ‘“‘ Proposed Disposal of Available Balance,” 
explained later (page 217). 
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Statement of Liabilities and Assets. 

This statement is a summary of the Ledger Account balances 
of liabilities and assets at the end of the trading period. It can 
first be prepared on a standard printed form from the final trial 
balance. Most of the items will admit of direct copying into the 
statement from the trial balance, but other items require to be 
brought to a net figure, for the net figure is the amount to be 
inserted in the Statement of Liabilities and Assets. Examples of 
such items are Land and Buildings, Fixtures and Fittings, and 
Machinery and Plant, the amount of depreciation having to be 
deducted for balance-sheet purposes. Similarly, any investments 
which do not stand at their net value in the trial balance (due to 
withdrawals being entered in the Cr. column) must be reduced to 
their net value for balance-sheet purposes. 

Accounts owing to the society will require special consideration 
and attention. The total amount of debts (under the separate 
headings of clubs, hire-purchase accounts, and other accounts) 
may be entered in a panel* outside the £ s. d. columns on the assets 
side of the Statement of Liabilities and Assets, and the amount 
of the reserve against debts, which will be a Cr. column item in 
the trial balance, will be deducted from this gross amount of debts 
to bring it to a net figure for balance-sheet purposes and will not 
be inserted on the liabilities side of the statement. Alternatively, 
only the net amount of the debts may be entered in the Statement 
of Liabilities and Assets, the gross amount and the reserve not being 
shown. 

Stock on hand at the end of the period must also be inserted 
on the assets side of the statement. It is customary to enter the 
amount under the headings of Trading Stocks and Expenses Stocks, 
with sub-headings in each case for distributive departments and 
productive departments. The amounts will be derived from the 
stock books and should agree with the amounts included in the 
Trading Account. The stock item entries can advisedly originate 
in the Journal—a debit to a Stock Account in the Ledger, carried 
down and entered in the Statement of Liabilities and Assets, and 
a credit to the Trading Account. 


The Statement of Ijiabilities and Assets, having been prepared 
on a printed form from the trial balance, can now be entered in 


* See Statement of Liabilities and Assets, Appendix X 
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the Private Ledger. The items in it should then be checked with 
the balances of the various ledger accounts recording the society’s 
liabilities and assets. These accounts, if not previously balanced, 
should now be balanced, and the balances carried down. With 
these balances, the items in the Statement of Liabilities and Assets 
should agree. 


Proposed Disposal of Available Balance. 
This is a statement, not an account; no account of the society 
is debited or credited in preparing it. The committee of the society, 
after considering the claims of the society and its members in 
telation to the available net surplus, prepare their recommenda- 
tions respecting the disposal of this surplus, and may include them 
in their report to the members or embody the recommendations in 
a form of statement shown below so that these recommendations 
can be more clearly comprehended by the members. This statement, 
if not included in the committee’s report, will follow the Statement 
of Liabilities and Assets in the balance sheet. Any of the printed 
headings in this statement not required to explain the committee's 
proposals will, of course, be omitted. 
PROPOSED DISPOSAL OF AVAILABLE BALANCE. 


| £ Ss. | F | d 
7 ey nea aoe: Sa aes Se 
Toms) g | Dividend to) MEMDErS Aarcavesceuthars see ce ecicce scutes caesare | | | 
» 204 ar NateIieI DEES apne rive centocadekoncame ree saree | | | 
38 
re 2B ( Bonus to Employees ..........-secseseseesseseesneeseeeenseees ee | 
Sy | | 
»» 3% | Dividend on Purchases | 
oy ee cia ie Wages .. | 
= £8 | 7 Capital* 


Grants to Education Fund (when based on Surplus).......--..++/ 


” 


+, Donations— | 
RCUPAIL LADS! rosie Sa cuap ever siaxi=Ce ners aujetnansians teas ehinvartnenseavae ies mae | 


PES Pe Clall DepreciatiOm lever satay ave aslaes ooo seseiodtedeetemiereeseiess se | | 


General Reserve 
Dividend Equalisation Fund . aed 
Plate Glass Insurance Fund..............+. 


| 

, Allocations to Reserve and Insurance Funds— | | 
| 
| 


Other Alloeations— 


” 


er 


aati | 


* After charging Share Interest. 
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The Audit of the Books and Accounts. 

The ledger accounts having been closed or balanced, and the 
balance sheet having been prepared, the books and balance sheet 
are ready for submission to the auditor for his examination and 
certification. It is the secretary’s duty to prepare the balance 
sheet, and it is the auditor’s duty to certify its accuracy. It is 
not the auditor’s duty to prepare the balance sheet, and no secretary 
can be considered fully qualified unless he can prepare the society’s 
accounts and balance sheet from beginning to end. 


SUMMARY. 


There are three main parts of a Co-operative Society’s balance sheet, 
viz.: Receipts and Payments Account (known as the Cash Account); the 
Revenue Account (which is published in three parts, viz., Trading Account, 
Investments Revenue Account, and Final Revenue Account); and Statement 
of Liabilities and Assets. 


The Trading Account collects the items of revenue relating to the trading 
operations of the society, the Investments Revenue Account collects the 
items of revenue relating to the operations of the society’s capital, and the 
Final Revenue Account collects the items of sundry revenue. 


A Bank Account showing bank deposits and withdrawals is published by 
some societies, but it is not necessary and it is an optional account in the 
Standard Balance Sheet. Special and supplementary accounts, some of 
which are useful and some of which are not, are also published by some 
societies. 


A Disposable Balance Account is desirable and is usually published. It 
has two parts, A and B. Part A explains the disposal of the balance available 
at the end of the previous trading period, and Part B shows how the amount 
available at the end of the current period has been arrived at. A statement 
explaining the committee’s recommendations for the disposal of the amount 
available is usually given either in the committee’s report or in the balance 
sheet after the Statement of Liabilities and Assets. 


The Cash Account, built up on a definite scheme of grouping of items, is 
prepared from the summaries of the column totals of the subsidiary cash 
books and the Summary Cash Book. 


The Trading Account is first prepared tentatively from the trial balance. 
It is afterwards entered in the Private Ledger and built up from the stock 
records and from the appropriate accounts in the Goods and Expenses Ledger 
and the Sales and Income Ledger. Totals only for (a) distributive depart- 
ments and (b) productive and service departments are employed in the typical 
Trading Account. Departmental and branch trading accounts can also be 
prepared from the data available in the same books. 


The Investments Revenue Account and the Final Revenue Account can 
be prepared tentatively from the trial balance, and afterwards from the appro- 
priate ledger accounts in the Goods and Expenses Ledger and the Sales and 
Income Ledger. 


The Disposable Balance Account is built up from the Final Revenue 
Account and the Journal in which are journalised the items showing the 
manner of disposal of the available balance of the previous trading period and 
following the proposed disposal recommended by the committee. 


FROM THE TRIAL, BALANCE TO THE BALANCE SHEET. 219 


The Statement of Liabilities and Assets is prepared from the trial balance 
and the Disposable Balance Account. It is built up finally from the ledger 
balances of the Property Ledger, the Summary Cash Book, Stock Book, In- 
vestments Ledger, Sundry Debtors’ and Sundry Creditors’ Ledgers, and other 
ledgers recording liabilities and assets. 


After the balance-sheet accounts have been tentatively prepared from the 
trial balance they are entered in the Private Ledger and related to the ledger 
accounts upon which they are based. The ledger accounts representing revenue 
items are closed by transfer to the Revenue Accounts as entered in the Private 
Ledger, and the balances of the accounts representing liabilities and assets 
ate carried down and compared with the Statement of Liabilities and Assets 
in the Private Ledger. The accounts as thus entered in the Private Ledger 
supply the data for the printed balance sheet. 


QUESTIONS AND EXERCISES. 


1. Explain in detail the three main parts of a Co-operative Society’s 
balance sheet and the sections, if any, of each. Indicate the nature of the 
items included in each part and section. 

2. Explain the nature of the accounts and statement usually published 
with the three main parts of a society’s balance sheet, and indicate their 
contents. 

3. Prepare a Cash Account with not less than twelve items on each side, 
and indicate the sources from which the items would be obtained. Balance 
the account. 

4, Prepare a Trading Account for a society with three distributive 
departments, two productive departments, and one service department. 
Insert figures of your own choice and balance the account. Indicate the 
sources from which the items would be obtained in preparing the Trading 
Account. 

5. Prepare an Investments Revenue Account for a society with share 
and loan capital, a bank for small savings, a reserve fund upon which 
interest is charged, house property and property not used in trade. The society 
also has share and loan investments and a credit balance at the bank. 
Balance the account. 

6. Prepare a Final Revenue Account for a society with a surplus on its 
Trading Account and a deficiency on its Investments Revenue Account. 
Insert two other items in the account in addition to the balances of other 
accounts brought in, and then balance the account, explaining where the 
balance is carried. 

7. Prepare a Disposable Balance Account showing both parts of the account. 
Insert items of your own choice, and explain the building up of the account. 

8. Prepare a Statement of Liabilities and Assets with not less than twelve 
items on each side, and indicate the source from which each item is obtained. 


9. Explain the procedure you would adopt in preparing the balance sheet 
of a Co-operative Society of which you were the secretary. 

10. What are the duties of the secretary and auditor respectively in regard 
to the preparation of the balance sheet ? 
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CHAPTER XIL 


FROM THE TRIAL BALANCE TO THE 
BALANCE SHEET—continued. 


THE PREPARATION OF THE BALANCE- 
SHEET ACCOUNTS—continued. 


PART IIl.—THE APPLICATION OF THE PRINCIPLES 
AND METHODS. 


The Preparation of a Balance Sheet from a Supplied 
Trial Balance. 


AVING now reviewed the steps to be taken in preparing 
the balance-sheet accounts, first from a trial balance 


and afterwards from the ledgers, it will be advantageous 
to the student and practitioner to prepare a balance sheet from a 
trial balance. As a trial balance does not provide the full data 
for a Cash Account, and as the method of preparation has been 
explained in Chapter XI., that account will be omitted from the 
balance-sheet accounts which will be prepared in this chapter. 


The trial balance which will form the basis of these balance- 
sheet accounts is the final trial balance of the New Era Society, 
given in Chapter X. (pages 201-203), the relevant items of which, 
for convenience, we reproduce below. Where adjustment of items 
was required for balance-sheet purposes they have been made, e.g., 
purchases and transfers. In preparing the accounts it should be 
remembered that trial-balance items destined for the Cash and 
Revenue Accounts appear on the same side in those accounts as 
that upon which they appear in the trial balance, whilst those 
destined for the Statement of Liabilities and Assets appear on the 
opposite side. 
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NEW ERA CO-OPERATIVE SOCIETY LTD. 


22} 


Finav TRIAL BALANCE, SHOWING LEDGER BALANCES AS AT TIME OF PREPARING BALANCE SHEET, 


DECEMBER 31sT, 1925. 


Dr. 
Gashpnimnancat end: On QUAELCLUssrdeewract mecca enssiusaciosisecte ane oe cy occce<tcasnancucheccdhovaes 1805 
Cash at Bank at end of SPUAEIEE 5040 
Members’ Share Capital......... Bore rattee sec tncecnbicamea tire var cee oecee coeur baareeocenea cs apo 
PRG AIM CAMITAl Ss sxcecmave cetcreaccen seen sccace) Sater cea chae se aceaahiaaaeuaite detects soncheccnsvdes ineeceevesk 
Savings-Bank Deposits ......... Bete Mien seme ctertiaethecasiendccane ss cteccesaseetnee main crenata 
Sundry Creditors for Goods ............... pe salusirslflss aise vier 'sc's nuncsoewaeinastecispiocy sucwews@rceas 
Purchases— 
Distributive! Departments o-.a<csdsas<ovensavaiscwasewesseesasnasesssaaeccetesstssecn ses £16600 
deess Pransters tO; Bakery, PULCHASES ieee. ocavelucce caxsecdeveesevesesaceseeeess ce 600 
—| 16000 
HaPOCL HC LEVEN ve DALLINEN ESireetesecencndscvec scvece «pre seanconaia severe stereos es osbnes 3000 
Add Transfers from Distributive Departments’ Purchases, for Goods 
transferred from Warehouse to Bakery......:.0ssocscessscieeenseseresesce 600 
- 3600 
Inward Transfers of Goods to Distributive Departments................0eceeceseee 8300 
Less Interna] Transfers, i.e., Warehouse to Shop (£3,800), and Shop 
to Shop Transfers (£500) Runeasisie sunien oleh Prisiaiasinninny cupiaieniee eam at eRe atic Atlee eis 4300 
—— | 4000 
Inward Transfers of Goods to Productive Departments .............0cseceeceeee ees 600 
Less Transfers from Warehouse to Bakery (now added to Bakery 
BURG hASeSE AS MO tee ADO VE )e ch acess sces watson aaiisae aces shiek penstiedaw se mewn ons 600 
Expenses— 
Distributive Departments— 
Goodsand Stock: CHAareesn. ccenccacucesanvaccvesduactieavontencseateeuseteetecccvanacdsocesed 313 
Selling Expenses .......... aoe 2244 
Delivery Expenses.. 145 
Land, Buildings, and Fixtures Charges we 252 
General Charpestallnwalted cnvcuncacan cc anecsiotiecsastanceestes san sueemeassrteocce nee wecuee oe 250 
Productive Departments (Bakery)— 
Manufacturing Costs 6 .c.cesce: sevsscueeocep sescnsse acavaveuaensnasepinascssbcssssesdecwoseaedess 455 
Delivery EXpeNSes.....3..0.ccvecctacsssrcscsons ane 75 
Land, Buildings, and Fixtures Charges .. Sect! 136 
General CharpesyallOCAted a. scceasvessvearoeaessaannsnsiesseamseeeese reat sears vemeewer actos c 48 
Service Departments (Transport Department)— 
spent Costs (C1G0.1 6301-00 1 F25-1- (200) seelearerestedosseteeteemy-anecsteatéeneos 437 
Land, Buildings, and Fixtures Charges ......... crest 50 
General Charges allocated ............sssse0« 9 
House Property Expenses....... shed 200 
ixPeHses Of ExLOperty NO USEC I WLAME  <o.cesscaeeeeiecostiowiseeeeacevarerewcsvnvesversrseaeas 22 
Sales and Charges for Quarter— 
PSCC WILVE DE PALtINENtS— “Sales seanccssensicwsnessaedesatresuesescnsuceereuecsscrssossisecewas 
AeanspoLt,Departinent-—Chargesy.ic<<:ceserecsscseesseetcleceesrebseainedsnesesseessnseaerss andes 
Dividends on Purchases— 
PHS tI LEV eM OG Daltile 15 resections aesisiiemelromeliesieqsnasememers masses aecirase ses awecinwreaccien sea 
PROG CLIVE He DALEIICM (Siew ancen- tense eaaeenanelsracesersnevenrtrrecsecceseeserssarscaseneveraest secs 
Outward Transfers for Quarter— 
Riigte OMse COO USIle.sseseecen aseciss sche dasdrescab seagrivetcerectmercta- essere ren £4400 
Less amount deducted from Inward Transfers of Bakery above......... 600 
3800 
Less Transfers from Warehouse to Grocery Shops deducted from Dr. 
MirAanNSfers to BLANC hes AVOVE .c-.scceweesdederererrcereveversaeceavcissre sr aise 3800 
Distributive Departments—GoOods .:......0cssseccsscescncederseesersserernssaveceeee 500 
Less amount deducted from Dr. Transfers above (Shop to Shop 
“ Haaba\ SHEE) sageognansegoooocoseeaudnn BOECE H'sboonct. desoockoean oonpceatopsebLacccrra 500 
Productive Departments—Goods ..........ssesescresceerenerercresensctercterenseesensseas cesses 
Service Departments—Services.......sccsscsecsssssecnserecenseeneenecnssencsssccssceserseeneesees 
Interest on— 
Members Share Capital ..c-.cc.csssesscssscvesrecnssssncsccsstscanscaeevsscneersereessonrertssesnes 400 
Teoam! Gapitalierters:c.+-° pie eaarecwdgebiccasaseenes ves wae 120 
Savings-Bank Deposits.... + 20 
Reserve and Other Funds .... 158 
Bank Commission and Charges .. weg 10 
PICicg Cer LS maeemeeneerecetner devas rece once aneotereessennvesmeres secre senses desecyeeradnconessrciseelae 
CONVGED fOVWATE, «2 vcsaecrveessesorerenes £35889 


Cr. 


25240 
200 


50 
20 
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Dr. Cr. 
£ £ 
BY OUCREFOVILATA :<c-ceg-esacassasesdanaen 35889 83605 
Interest Receivable— 
Share Interest—Industrial and Provident Societies .........--.:sssesseceeeeeeeereeeseeetees 110 
Other Bodieshsues:sscotec seed eee cs aaeeee terete nana nada veces 50 
Loan Interest—Industrial and Provident Societies—On Mortgage Loans.. 40 
Industrial and Provident Societizs—On Other Loans....... 80 
BIC TTLELESE Feces cecess qnalecaccececcecsacdccessvedientccnsesseusrsddsoeanes Saneer ne 60 
interest Chargeable— 
(a) To Trade—On Land, Buildings, and Fixtures .......... 220 
On Stocka tie ccccsnctes oe eee 124 
On DEeDtsis-.acssscveutsedsscsesrareerenesetartieres 9 
(b) To Land, Buildings, and Fixtures not used in Trade .... eee 12 
(GC) Dono usey PLO PeEty seceeae-s-2<: tease case m aces ane eoeeet emacs mae anes vers ese e a aaa enn oi 100 
Investments— 
GhareS—= CW oe cnseacgadesvess ova daduapdeseas cecunevaaweens SSG eeseeteoeseavevesccsevseesscncccequsead 12000 
Al Manufacturing Co. .........-.sesssseeesee ----| 4000 
Loans— X. Y. Co-operative Society (Mortgage) .. 4000 
GSW) Sigasscansens cetstwavesancccs doacastecceuianass : 5000 
A. B. Boot Society...... ‘ 3000 
Share Interest accrued and owing ... : 10 
Loan Jaterest:acerned angio Wie son ncustsnceacsondanatucncsn-sramantccendatanccuneeu srs semen 4 20 
and and Buildings used im Trade sie nccecesvcseecencmecteanees-wceaemeveneseaccaneadncsass < 9925 
PUXEUCES ANG PICUMES ease sme teosinevscecacceneaae onset ane enes teense eens a aces sac tera ce nalas 4 3827 
Machinery and Plant ...... 3 1531 
ivevand Rolling Stocley sc.sc-ncecsscetevecasaenuuenstarenetes 4 1800 
Land, Buildings, and Fixtures not used in Trade ..... . 990 
FLOUSE PLO PEL UVa catevedeensuendcneuetteiuecnccuneemencaaeam : 7950 aoe 
General Reserve Fund ........... aS 10125 
Plate Glass Insurance Fund ee 658 
Dividend Equalisation Fund ..... : ns 2025 
Death Benefits Charges Account 4 260 Sa) 
Death Benefits Fund .... 3 = 500 
Members’ Debts .........-. | 720 oe 
Reserve against Debts ............20000. tis = 324 
Accrued Dividends on Purchases ..... fee 70 see 
Accounts paid in advance. sc. coerce tetesensav=<aeevae-enonsssaen curmetenent sees comeen meee saee copes } 10 
Disposable Balance Account— 
hare UNteres tS. s.s <cacceeosscancasecoweet ace sae enecsseccestese cones dere eeee=ee =e eaeee £400 | 
Interest? on Reserve: Funds! s.sccecsacecscccieerascscesscececcecconeetectemmaceeeesereee 158 
a 558 558 
Education, Allocation ACCOUNt, 5 ..ssescescsces- seus snassnccvoeasssnuercectosese seesesenneassarcee tees 50 nee 
Bdueation Department,....c<...c0-.-<ceseesensssseeetveas=s¥e | : 50 
Sundry Members’ Appropriation for Share Interest .. owe ae 400 
Stock ibeginnin eof Quarter ccc, cocmcmcsvcccsoscesasccedecese costs aches cian ceusemtaumeemneen testanr ane 7440 aoe 
£99050 | £99050 


Stock on hand at the end of the Quarter, as per details given above (page 182), £8,280. 


It will be well to prepare the accounts in the order in which 
they appear in the balance sheet and to have before us blank 
printed forms of the accounts, although the latter are not required 
except to save time and labour. This plan necessitates our preparing 
the Trading Account first. Looking through the items in the 


trial balance, the first item calling for attention is Purchases. 
The purchases of the productive and service departments amount to 
£3,000 (bakery), which is increased to £3,600 by transfers to bakery 
purchases (see preceding trial balance and also page 147), and this 
amount of £3,600 is entered as “‘ Goods, including Carriage” in the 
Productive and Service departments’ column of the Trading Account 
on the Dr. side. The purchases of the distributive departments 
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(including warehouse purchases) amount to a total of £16,600, 
which is reduced to £16,000 by transfers to bakery purchases (see 
preceding trial balance and also page 147), and this amount of 
£16,000 is entered in the Distributive departments’ column of the 
Trading Account (Dr. side) as “ Goods, including carriage.” 


The next items are Transfers of Goods to Distributive and 
Productive Departments (£8,300 and £600 respectively). These 
transfers require close examination before they are entered in the 
Trading Account. Of the £8,300 transfers to distributive depart- 
ments, £4,000 was for transfers from the Bakery (a productive 
department) to the distributive departments. These transfers are 
of the nature of a sale, so far as the Bakery is concerned, and they 
constitute the income of the Bakery department, whilst they are of 
the nature of a purchase for the Distributive departments. Of the 
remainder of the £8,300 (1.e., £4,300), the amount of £3,800 represents 
transfers from the grocery warehouse to the grocery shops; no value 
has been added by the warehouse, it has simply stored the goods 
instead of the shops storing them. ‘These transfers will have to rank 
as the equivalent of purchases in the branch trading accounts ; 
but, so far as the grocery department as a whole 1s concerned (and it is 
the departments as a whole with which the balance-sheet Trading 
Account is concerned), these transfers should not be included on 
the Cr. side nor a second time on the Dr. side. ‘They have already 
been entered in the departmental purchases, and the inclusion of 
the transfers as a warehouse credit and as an inward branch transfer 
would swell the recorded value of the sales and of the goods received 
for sale by the department and give a wrong impression. The item 
must be treated for balance-sheet purposes as a purchase for the 
department once and once only—not as a purchase and outward 
transfer of the warehouse and then as a purchase by the branches. 


Where the transfer is from a departmental warehouse to the 
shops of the same department, it is therefore best to eliminate the 
amount of these transfers from both sides when making up the 
balance-sheet General Trading Account, although, as mentioned 
above, the transfers will have to be taken into account when 
making up the branch trading accounts. For similar reasons, the 
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transfer of goods value £500 from the drapery central to the branch 
(which is the remaining balance of the original £8,300 transfers) will 
be excluded (like all transfers within a department of goods for 
sale) from both sides of the General Trading Account. Of the 
£8,300, therefore, only £4,000 will be entered on the Dr. side of the 
Trading Account in the Distributive departments’ column as a 
transfer, the remaining £4,300 will be offset by a reduction of the 
Cr. transfers by £4,300. 


The {600 transfer of goods to productive departments is for 
transfers from the warehouse to the bakery. The grocery depart- 
ment has, presumably, not bought these goods for sale; the 
warehouse has simply housed them, and instead of their being 
invoiced and charged direct to the bakery they have been invoiced 
and charged to the warehouse.* It will make for clarity in the 
accounts, and avoid a misleading swelling of transfers, therefore, 
if the purchases of the warehouse are reduced by £600 and those 
of the bakery are increased by a like amount; this can be achieved 
by a Journal entry (Bakery purchases, Dr.; Warehouse purchases, 
Cr.). The Productive department is thus debited with £600 (as 
purchases instead of with the £600 transfer), which compensates 
for the reduction of £600 in the purchases of the warehouse, and 
the item of transfer of £600 to the bakery is offset by the elimination 
of £600 of the credits for warehouse transfers at a later point in the 
trial balance. At this later point, the warehouse transfers are given 
as £4,400 and Distributive department transfers (drapery) as £500— 
a total of £4,900. These are written out, being offset by the reduction 
of inward transfers £4,300 (see above) and by the reduction of £600 
in the warehouse purchases transferred to the bakery purchases. 


The expenses of the Distributive departments follow the pur- 
chases and transfers in the trial balance, viz., goods and stock 
charges, £313; selling expenses, £2,244; delivery expenses, £145; 
land, buildings, and fixtures charges, £252; and general charges 
allocated, £250. These amounts are entered (on the Dr.:side) in the 
Distributive departments’ column. ‘The expenses of the Productive 
and Service departments come next in the trial balance. ‘The 


* There is much to be said for keeping separate warehouse accounts for goods bought for (a) 
productive departments, and (b) distributive departments, where both types of departments are | 
concerned, Where goods are definitely bought for a certain department, e.g., flour for the bakery, 
and they are merely housed in the warehouse for convenience, it is advantageous to charge them 
peel ie that department from the invoice, and thus avoid the entries and complications arising out 
of transfers, 
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charges for land, buildings, and fixtures, and the general charges 
allocated for the two groups of departments (productive and service) 
require to be totalled before being entered in the Trading Account ; 
the other expense items for the same column do not require to be 
amalgamated, and therefore the entries of these items in the 
first column (for the Productive and Service departments) of the 
Trading Account will be: manufacturing costs, £455; delivery 
expenses, £75; land, buildings, and fixtures charges, £186; general 
charges allocated, £57; direct costs, £437. 


Continuing our examination of the trial balance for Trading 
Account items, we come next to sales of Distributive departments, 
£25,240*, and this amount is entered in the D‘stributive depart- 
ments’ column on the Cr. side. The following item in the trial 
balance (Transport department charges, £200) is entered on the same 
line, but in the productive and service departments’ column, as 
revenue of a service department. The next items (dividend on 
purchases—distributive departments, £50; and productive depart- 
ments, £20) are entered on the Cr. side of the Trading Account in 
their respective columns on the one line. 


The items which follow are transfers. ‘The items of £4,400 and 
£500 for transfers from warehouse and Distributive departments 
have been explained in a previous paragraph. They have been 
offset by corresponding reductions on the Dr. side, and may there- 
fore be ignored. ‘The £4,000 credit for goods transferred by Pro- 
ductive departments is in a different category and must be included 
on the ‘‘transfers to Trading Account ”’ line in the Productive and 
Service departments’ column on the Cr. side of the Trading Account. 
The amount of £325 for transfers from the Transport department is 
added to the {£4,000 just mentioned, giving a total of {£4,325 
transfers to Trading Account. 


These entries complete the Trading Account except for the 
items of stock at the commencement and at the end of the trading 
period. The stocks at the commencement are given (page 149) as 
{£7,440—Distributive departments, £6,560}; and Productive and 
service departments, £880. ‘The stocks at the end of the trading 
period are given (page 182) as £8,280—Distributive departments, 


* All bakery sales are assumed to be made through the distributive departments. 
+ Where the warehouse stocks goods for both productive and distributive departments, the two 
classes of stocks can be separately recorded in the two columns of the Trading Account. 


jy 
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£7,000; and Productive and Service departments, £1,280. These 
amounts are inserted, and the Trading Account then appears as 
follows :— 


Dr. ACCOUNT IV.—TRADING ACCOUNT. 
Produc- Rais Produc- paren 
fi Distri- A Distri- 
tive and! butive | Tora. tiye and! jutive | Torat. 
Service Dest Service Depts 
Depts. Spe: Depts. Bees 
ie £ £ £ £ 
To Stock on hand and work By Sales (and Revenue of 
in progress at..........- 880 6560 7440 Service Departments) 200 25240 
», Goods, including Carriage 3600 16000 19600 || ,, Transfers of Goods and| 
a ap mntransiertediic.s.c.ce con 4000 4000 Services to— 
», Goods and Stock Charges ae 313 313 (a) Trading Account..... 4325 
» Selling Expenses (Distri- (b) Investments Revenue! 
butive Departments). x5 2244 2244 and Final Revenue 
», Manuf’g Costs (Productive ACCOUNL ....0..0.006 
Departments) ......... 455 ree 455 (c) Capital Account. ia sid 
», Direct Costs (Service De- | ,, Dividends on Purchas: 20 50 
partments) .... ‘ 437 a 437 || ,, Trade Commissions .. aA Bae 
» Delivery Expenses . 75 145 220 || ,, Stockon hand at .... 1280 7000 
», Charges for L., B., and F. 
used in Trade ......... 186 252 438 
» General Charges allocated 57 250 307 || | 
» Balance (Net Trading Sur- 
plus) carried to Final | 
Revenue Account .... 135 2526 2661 | 
£5825 | £32290 | £38115 £5825 | £32290 | £38115 


After all the balance-sheet accounts have been prepared in 
similar fashion and it has been proved that they balance, the Trading 
Account will be entered in the Private Ledger. The ledger accounts 
which provide the data for the Trading Account will be balanced 
and closed by a transfer of the balances to the Trading Account, 
and the Trading Account will be balanced and closed by a transfer 
of the balance to the Final Revenue Account. After the insertion 
of the references in the various accounts, the Trading Account will 
be ruled off as complete. 


Investments Revenue Account. 

The Trading Account having been completed, we turn our 
attention to the Investments Revenue Account, which follows the 
Trading Account in the balance sheet, and we search the trial-balance 
items in order to discover those which are to be entered in the 
Investments Revenue Account. We can employ a printed form of 
account to save time and labour. Bearing in mind the general 
rule that Dr. balances appear on the Dr. side of the revenue accounts 
and Cr. balances on the Cr. side of the revenue accounts, we proceed 
to enter the relevant items in the Investments Revenue Account. 
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The first entry is the Dr. entry—house-property expenses, 
repairs, etc., £200. The ledger account of house-property expenses, 
from which the figures will eventually be posted to the Investments 
Revenue Account, show this amount to be made up of repairs, £50; 
interest, £100; depreciation, £50; and these three items will be 
entered in the Investments Revenue Account to represent the 
£200 in the trial balance. The expenses of property not used in 
trade ({22) may similarly be debited in two items, as shown in the 
ledger, viz., interest, £12; depreciation, £10; or, as the amount 
is relatively unimportant, it may be entered as one item, viz., 
expenses, {22. 


The next items for inclusion in this account are interest on 
(a) members’ share capital, £400; (b) loan capital, £120; (c) savings- 
bank deposits, £20; and (d) reserve and similar funds, £158. These 
items and bank commission (£10) are debited to the account, 
whilst the item of £230 for house rents is credited to the account, 
as likewise are the items which succeed it for interest receivable 
on shares; £110 and £50; on loans, £40 and £80; and for bank 
interest, {60. The items which follow for interest chargeable on 
land, buildings, and fixtures, £220; on stocks, £124; on debts, £9; 
on land, buildings, and fixtures not used in trade, £12; and on house 
property, £100, are likewise credited to the Investmenis Revenue 
Account. ‘This completes the items for the Investments Revenue 
Account, and when the items are entered and the balance is included, 
that account will appear as follows :— 


Dr. ACCOUNT V.—INVESTMENTS REVENUE ACCOUNT. Cr. 


ae ae | Se fey 
To Interest— By Interest and Dividend— 
OD SHALES. vacnse cence ssseoassenes 400 On Share Investments......... 160 
OUP OAUS tr assecvessnaeaie setae 120 On Loan Investments......... 120 
On Savings-Bank Deposits... 20 On Bank Account ..........06 60 ' 
,, Bank Interest and Commission 10 —— 340 
--— 550 ,, Interest chargeable to Trade 
», Interest charged on Reserve, Account— 
Insurance and _ similar (a) On Buildings, etc.......... 220 
TWD SW earesevsdeeemencss cesses 158 158 (0) On StOCKS Fo .cccccsnevevenes 124 
_— (c) On Hire-purchase and 
» House Property Account— Members’ Debts......... 
Interest on Capital esp LOO —- 353 
Depreciation....... eee!) ,, Interest chargeable to House 
IReMOS je lCelsecescovecesne-ocsoee 50 Property Account......-.+.+- 100 
— 200 », Interest chargeable on other 
,, Other Property not used in Property not usedin Trade 12 
Trade—Expenses ........+5+ 22 22 — 112 
—— », House Property, Rents, etc.... 230 
», Balance of Account carried to » Other Property not used in 
Final Revenue Account... 105 105 Trade—Revenue ........+.+- 500 230 
£1035 £1035 $1035 £1035 
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When the balance-sheet accounts have been completed on the 
sheets and have been proved to balance, the Investments Revenue 
Account will be entered in the Private Ledger, and the various 
ledger accounts, the balances of which provide the items for the 
Investments Revenue Account, will be closed by a transfer of the 
balances to that account, either direct or by means of a Journal 
entry. ‘The cross references will be inserted in all the accounts, and 
each account, after the transfer of the balance to the Final Revenue 
Account, will be completed. 


Final Revenue Account. 


The Final Revenue Account follows the Investments Revenue 
Account in the balance sheet, and will be prepared next. The 
commencing entries are the surpluses or deficiencies—in this case 
surpluses—transferred from the Trading Account and Investments 
Revenue Account, and the surpluses are entered on the Cr. side of 
the Final Revenue Account, a printed form of which can be employed 
in the first instance. The only remaining items to be entered in 
this account from the trial balance and ledgers are the Death 
Benefits Fund charges of £260, and the Education charge of £50, 
which is entered in this account because it is based on membership 
and is not an allocation from surplus. Both items are debited, and 
the Final Revenue Account then appears as follows :— 


Dy. ACCOUNT VI.—FINAL REVENUE ACCOUNT. on 
i £ £ £ £ 
To: Education Pind... .cassassesenesses 50 5 By Balance (Net Surplus), from 
», Death Benefits Fund ............ 260 260 | Trading Account— 
», Balance (Net Surplus) carried (2) Productive and Service 
to Disposable Balance A/c., Departments: ..c.<ccnconcexese 135 
Part Bs iiss ssaneaaw avons cites 2456 2456 | (6) Distributive Departments 2526 
2661 


» Balance (Net Surplus), from 
| Investments Revenue A/c. 105 105 


£2766 £2766 


£2766 £2766 


After all the balance-sheet accounts have been completed and 
balanced, the Final Revenue Account will be entered in the Private 
Ledger, and treated inthe same manner as the Investments Revenue 
Account, explained in a previous paragraph. 
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Disposable Balance Account. 

As was explained in Chapter XI., this account is prepared 
and submitted in the balance sheet in two parts. Part A of the 
account explains how the available balance at the end of the previous 
trading period was allocated, whilst Part B discloses the amount 
of the available balance at the end of the period covered by the 
balance sheet, and explains how that amount is arrived at. 


As the data for Part A are not included in the trial balance 
provided on pages 221-2 (though they might be by copying all the 
items instead of inserting the balance, and there are some advan- 
tages derivable from their inclusion), and only the balance of the 
account is there given, it will be necessary to refer to the Disposable 
Balance Account in the ledger for Part A.. The data for Part B 
are given in the trial balance. Let it be assumed then that the 
following is a copy of the Disposable Balance Account in the ledger, 
now reproduced as Part A for balance-sheet purposes. 


ACCOUNT VII.—DISPOSABLE BALANCE ACCOUNT. 
PART A.—DiIsposaL OF BALANCE AVAILABLE AT END OF LAST QUARTER. 


Dr. (Assumed to be a copy of the Ledger Account.) Cr. 
£ &»\ £ £ 
To Allocations— | By Balance disposable, as per last 
Dividend to Members ......... 1800 Balance Sheet. .......s000000« 2000 2000 
Charitable Donations ......... 20 
General Reserve Fund ........ 180 


», Unappropriated Balance carried 
forward to Part B of the 
IACI CA ssecs deveses archers. oe Nil Nil 


£2000 £2000 £2000 £2000 


Part B of the Disposable Balance Account commences with the 
unappropriated balance (if any) brought down from Part A, as 
illustrated in Chapter XI. (page 215). The second item is the 
balance of the Final Revenue Account, which is brought to the 
credit of the account. These items are supplemented on the Cr. 
side by the share interest and by the Interest on Reserve, Insurance, 
and similar funds, as debited to the Investments Revenue Account. 
The same amounts are also debited in the Disposable Balance 
Account, for, as explained several times previously, the appropria- 
tion for interest on members’ shares, and on the amount of the 
reserve funds, is an allocation of the surplus, and must be treated 
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as such even if, for convenience*, the amounts have already been 
charged in the Investments Revenue Account. The Disposable 
Balance Account in the Ledger shows that the £558 of the Dr. and 
Cr. items in the trial balance are made up of interest on members’ 
shares (£400) and interest on reserve funds (£158). Part B of the 
Disposable Balance Account of the New Era Co-operative Society 
will therefore appear as follows :— 


ACCOUNT VII.—DISPOSABLE BALANCE ACCOUNT. 


Dy. PART B.—CuURRENT HALF YEAR—AVAILABLE BALANCE. Cr. 
£ £ : £ £ 
To Appropriation for Share In- By Net Unappropriated Balance 
terest, as per Investments brought trom Part A....... Nil 
Revenue Account .......4+++ 400 », Balance (Surplus), from Final 
», Appropriation for Interest on Revenue Account ........... 2456 
Reserve Funds, as per In- ;, Share Interest, as charged to 
vestments Revenue A/jc.... 158 Investments Revenue A/c. 400 
», Balance disposable (after », Interest on Reserve Funds, 
making Appropriation for charged to Investments 
Share Interest), as per Revenue Account .......... 158 
AccountHV UL apscceessentece 2456 — 3014 
—- 3014 
£3014 £3014 £3014 £3014 


The complete Disposable Balance Account, after all the balance- 
sheet accounts have been proved, will be entered in the Private 
Ledger, the balances will be transferred to and from the account, 
and the cross references will be inserted. 


Statement of Liabilities and Assets. 

A printed outline of this statement will be particularly useful 
in preparing the first statement from the trial balance. All the 
items in the trial balance that have not already been ticked off 
as entered in the accounts previously explained will belong to this 
Statement of Liabilities and Assets, and can be entered in their 
appropriate place. One item that is not in the trial balance must 
be added, viz., stock on hand at the end of the period, which is 
given as £8,280—Productive and Service departments, £1,280; 
Distributive departments, £7,000. The debts reserve (£320) is 
deducted from the amount of members’ debts (£720) and not 
entered as a separate item on the Cr. side. With this exception, 
all the Dr. items in the trial balance, so far as they refer to this 
statement, are assets, and are entered on the assets side of the 
statement; whilst all the Cr. items are liabilities, and are entered 


* To show the cost and earnings of all the society’s capital. 
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on the liabilities side of the statement. The balance disposable 
(£2,456) is now brought from the Disposable Balance Account, 
Part B. With this brief comment, the preparation of the statement 
may be commenced. When completed, it will be as follows:— 


ACCOUNT VIII—STATEMENT OF LIABILITIES AND ASSETS. 


LIaBILitTIgs. £ £ ASSETS. fg £ 
(1) SHARES— (1) Stocks—Trapinc Drpts.— 
Members’ Claims—With- Distributive Departments. 7000 
drawable Shares ......... 38000 38000 Productive and Service 
(2) Loans, ETC.— Departments .............- 1280 
Savings - Bank Deposits 8280 
and Accumulated In- (2) PRoperty— 
CLES Uiteskescaremenscseracnes - 2220 Land and Buildings used 
Loans and Accrued In- MV ETAdey vevcascsvectres +. - 9925 
REPESE Massecontcecesocscer acs 11120 Fixtures and Fittings...... 3827 
13340 Machinery and Plant....... 1531 
(3) Various LIABILITIES— Live and Rolling Stock.... 1800 
Creditors for Goods......... 2200 17083 
Amount appropriated for Land and Buildings not 
Share Interest not yet used in Trade ..........0+ 990 
credited to Share Capital HOUSE PIOPEEtYccvs.e.aaeeee 7950 
PACCOUN Glavcrescnesssscses-se 400 8940 
2600 (3) INVESTMENTS— 
(4) RESERVE AND INSURANCE (2) Shares— 
Funps— Te& Py Societies... .0. 12000 
General Reserve Fund..... 10125 Other Bodies.......... 4000 
Plate Glass Insurance (6) Loans— 
Tate | coreago acces 658 I. & P. Societies on 
Dividend Equalisation Mortgage ........... 4000 
1 SGIEUG | cocesognncconcepensncos 2025 Other Loans.....,..... 8000 
Death Benefits Fund....... 500 28000 
Education Fund ..........-- 50 (4) Various AssETs— 
: 13358 Accounts owing to Society 
for Goods ....... £720 
Less Reserve ...... 324 
— 396 
Other Amounts owing to 
the Societ y— 
£67298 £67298 Share Interest owing ... 10 
Balance disposable, as per Dis- Loan Interest owing .... 20 
posable Balance Account VII. Accrued Dividend 
B, carried to next Quarter..... 2456 2456 (GW. Sa) eeeccesesctpsnevs 70 
Accounts paid in advance 10 
506 
Cashiat’ Banks. .cc..sseccsesss 5040 
Cashvin) band! i...ccesssence 1905 
6945 
£69754 £69754 £69754 £69754 


With the completion of the Statement of Liabilities and Assets, 
the balancing of the accounts can be proved, and all the accounts 
can be entered in the Private Ledger. ‘There still remains, however, 
one matter which must be noticed before this explanation of the 
balance-sheet accounts is complete. This is the proposed disposal 
of available balance. 


Proposed Disposal of Available Balance. 
The committee of the society having considered the balance 
sheet, decide upon their recommendations regarding the disposal 
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of the available balance, and these recommendations are embodied 
in a statement which may take the following form :— 


Dy. PROPOSED DISPOSAL OF AVAILABLE BALANCE. Cr. 
To Dividend to Members, at 1s. 6d. : - By Balance disposable, g 
IN ThE f.sc.csecesse cee ERAS 1893 1893 Accounts VII. B & “vit. 2456 2456 


, Donation—New Era Hospital.. 25 25 
», Special Depreciation ........-.+++ 100 100 


,, Allocation to General Reserve 300 
», Dividend Equalisation Fund... 100 


,, Balance (Surplus), carried for- 
ward to next Account...... 38 38 


£2456 £2456 | £2456 £2456 


When the proposed disposal is approved by the members, it 
becomes the actual disposal and is entered in the Disposable Balance 
Account by the method already explained (page 214), and becomes 
Part A of the Disposable Balance Account in the next balance sheet. . 


The Balance-Sheet Accounts Completed. 

The balance-sheet accounts, with the exception of the Cash 
Account, have now been explained and completed. With certain 
assumptions it is also possible to prepare the Cash Account from the 
data supplied, and it would, of course, be possible to do so by 
reference to the books of the New Era Society. A Cash Account 
will be prepared after making these assumptions and with the 
accounts explained in this chapter, and along with a statement of 
expenses, to be explained in the next chapter, will be presented in 
an appendix (Appendix XI.) as the complete balance sheet of the 
New Era Co-operative Society for the quarter. In the next chapter, 
also, the preparation of a Cash Account will be explained. 


Departmental and Supplementary Accounts. 

The balance sheet that has been prepared in this chapter does 
not include any departmental accounts. They are required, even 
if not published, and the preparation of these accounts will be 
explained in a later chapter. Larger societies with farms and 
special departments will also desire to prepare, and perhaps publish, 
a number of supplementary accounts; and these accounts will be 
explained in a later chapter, as also will the accounts of an education 
department. 
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SUMMARY. 


_The balance-sheet accounts can be prepared tentatively from the Final 
Trial Balance. As the balance-sheet Trading Account includes only two 
groups of figures—those relating to productive and service departments and 
those relating to distributive departments—any inter-departmental transfers, 
e.g., from warehouse to shops and from shop to shop, are eliminated before com- 
mencing the preparation of the Trading Account, but the data are required 
for the departmental trading accounts. Transfers from a productive depart- 
ment to a distributive department are of the nature of a sale and purchase, and 
must be included in the Trading Account as outward transfers of the pro- 
ductive department and as inward transfers of the distributive department. 


In preparing the balance-sheet accounts, items on the Dr. side of the 
trial balance or ledger are inserted on the Dr. side of the Cash and Revenue 
Accounts, and on the Assets side of the Statement of Liabilities and Assets; 
and items on the Cr. side of the trial balance or ledger are inserted on the Cr. 
side of the Cash and Revenue Accounts, and on the Liabilities side of the 
Statement of Liabilities and Assets. 


The Trading Account includes three columns on each side, one for pro- 
ductive and service departments, one for distributive departments, and one 
for the total of the previous columns. ‘The entries on the Dr. side commence 
with stock on hand at the commencement of the period, the items following 
being goods (i.e., purchases) including carriage, goods transferred (the 
equivalent of purchases)—these two items appear in both the departmental 
columns—selling expenses (distributive departments’ column), manufacturing 
costs (first column, i.e., productive and service departments), direct costs 
(first column), delivery expenses (both columns), charges for land, buildings 
and fixtures (both columns), and general charges allocated (both columns). 
The balance (surplus) is inserted in each column as the final entry on the Dr. 
side. 


On the Cr. side the first entry is sales (and revenue of service departments) 
with items in each column, transfer (outwards) of goods and services (the 
items for (a) Trading Account, (b) Investments and Final Revenue Accounts, 
and (c) Capital Account being separately recorded) with the possibility of 
entries in each column, dividends on purchases and trade commissions with 
the possibility of an entry in each column, and, finally, stock on hand at the 
end of the period with the probability of an entry in each column. 


The Investments Revenue Account and Final Revenue Account receive 
the remaining revenue items, the latter account commencing with the balances 
brought forward from the Trading Account and Investments Revenue Account. 


The Disposable Balance Account Part A is copied from the Private 
Ledger, where the manner of disposal of the balance at the end of the last 
quarter is already recorded. Part B commences with the unappropriated 
balance brought from Part A, and includes on both sides the interest on 
share capital and interest on the reserve fund and similar funds. The balance 
of this account is carried to the Statement of Liabilities and Assets. 


The Statement of Liabilities and Assets follows the prescribed form of 
grouping of items. All the items in the trial balance not already entered in 
the balance-sheet accounts will belong to this statement, and after entry 
they should be compared with the ledger balances to confirm their accuracy. 


After the balance-sheet accounts have been prepared and the amount of 
the available balance is known, the committee consider the position of the 
society and prepare their recommendations respecting the disposal of this 
balance. Their proposals are embodied in their report or in a special state- 
ment following the Statement of Liabilities and Assets in the balance sheet. 
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QUESTIONS AND EXERCISES. 


1. Prepare a Trial Balance from the following data, and from that trial 


balance prepare a Trading Account :— 


Stock to Desig resus. svete eee u0e (Prod. Depts., £3,000; Dist. 
Depts., £7,000). 

Goods and Stock Charges ......... 100 (Distributive Departments). 

Selling H xpensesetrec. ccs ve deren dee 1800 7a Bs 

Delivery HXpenses =<: ccccoccseeceesee 200 * a 


Land, Buildings, & Fixtures 


Charges 400 (Prod. Depts., £150; Dist. 


Depts., £250). 


General Charges Allocated ....... 200 (Prod. Depts., £75; Dist. 
Depts., £125). 
Dividend on Purchases ............ 60 (Prod. Depts., £20; Dist. 
Depts., £40). 
Sales (Distributive Depts.) ....... 40000 
Transfers from Productive to 
Distributive De pes caeseata 3000 
Purchases— 
Productive Department ...... 2000 


Distributive Department ...... 32000 


Stockiat end saacediesscccen act temas 11000 (Prod. Depts., £3,200; Dist. 


Depts., £7,800). 


Assume that any amount required to balance the trial balance is a Bank 


item. 


2. From the following data prepare an Investments Revenue Account, 


afterwards balancing the account :— 


Intereston Memibers? Shares <. 2c. sac. c-cs«coseenetesseessaesecleneesess 
5 EAD ATISS sie ocak cabnsones aaaetnaae ae Naa retion suena mee tear 
Interest Receivable on Share Investments .........-..<<ccseseseoes 
Interest charged to Trade Account— 
(@)ir Sto Cle Fanerez eons sesesucascesseccacesenmeseee cases Ame tnacesese eae 
(6); Land, Buildistes vand! Mixtures ee s-...-decericese ss sees ciao 
iiterestiotiastt alla, van 2S PACCGtn Laecerea: seatdacccses este se dees acca 
House Property— 
DRE TES a erorttelentserlaietels civisiele=lelele niotearaea aie alsielacisiarne eitaeieiainetre ete secraeeen 
EX POT SES leet sjemiarsiestssicietsieriaiety coi sialic cisitalaseiacmae cones aaccer ieee 


Banke Interesterecel va bles mace oninnceccctseuaentneeee coasters ccc ee echee ee 
Rents TOL USeiOl Socleby Saktall j., x gasses seseaencseeceeseeteaees 
Expenses of Property, rob, used inv rade@s.cccncee-sceecdansenenenesie 


3. Assuming a Disposable Balance of {£1,000 after completing the 
accounts, prepare a trial balance and all the balance-sheet accounts for a 
society with both productive and distributive departments. You may select 


your own figures for the purpose of this exercise. 


4. Take the balance sheet of your own society and prepare a trial balance 


from the figures in the balance-sheet accounts. 


5. (a) Why must interest on Share Capital and the Reserve Fund be 


entered in the Balance Disposable Account ? 


(6) How should a reserve against debts be treated in the Statement 


of Liabilities and Assets ? 


(c) Prepare a “‘ Proposed Disposal of Available Balance ’’ statement, 


and explain how this should be brought before the members. 
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6. The following items were included in an Investments Revenue Account. 
Criticise the account and prepare a corrected account, inserting new items 
or omitting present items as you may think necessary :— 


HMteTest OM SMALeS| esas. eseee sees ee 300 
a TO ANS wea datiaceesceraaees 100 
House Property Rents ..... £100 
Less Expenses ......... 
— 20 


Collective Life Assur. Premium.. 50 
Education Grant (23 per cent of 


Stetg 2) [G) ono. socan da oasocedeas0ge 60 
Pee ANC a teicccceteesmsceeccenern selene 120 
£650 


Interest received on Shares....... 400: 
- o Loans ...... 200: 
SalevOL MOtOn savsen-tenvoaseeueseues 50: 
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CHAPTER. XIII. 


FROM THE TRIAL BALANCE TO THE 
BALANCE SHEET—continued. 


THE PREPARATION OF THE BALANCE. 
SHEET ACCOUNTS—cortinued. 


THE CASH ACCOUNT AND THE STATEMENT 
OF EXPENSES. 


I.—THE CASH ACCOUNT. 


HE preparation of the Cash Account should be a com- 
| paratively simple task. Practically all the items included 
in the standard form of Cash Account of the Standard 
Balance Sheet have their corresponding columns and headings 
in the subsidiary or Summary Cash Books. As more than one 
class of itein is included in the transferred total of some of the 
subsidiary cash books entered in the Summary Cash Book, the 
subsidiary cash books will usually provide the best starting point 
when preparing the Cash Account. 


In Chapter II. it was suggested (page 34) that in each of the 
subsidiary cash books a summary of the daily totals of each of the 
columns in the book should be prepared. If these summaries are 
totalled quarterly, most of the data for the Cash Account will be 
available. The remaining data will be found in the Summary 
Cash Book, in which book the secretary may have elected to enter 
certain items in preference to entering them in a subsidiary cash 
book. The total of any such items in the Summary Cash Book 
will have to be obtained for the trading period by summarising, 
if the column totals are not carried forward from page to page 
from the beginning to the end of the trading period.* 

It will probably serve the students’ interest best, for the purpose 
of illustration, if the items in the Cash Account of the Standard 


* See footnote, page 17. 
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Balance Sheet are listed, and if their connection with the sub- 
sidiary or Summary Cash Books is indicated in a parallel column. 
This method we shall therefore adopt, and the following is the 
statement :— 

RECEIPTS. 
ITEMS IN THE CASH ACCOUNT—SOURCE FROM WHICH THE 


AMOUNT IS ENTERED. (THE QUARTERLY OR HALF-YEARLY 
SUMMARY IN EACH CASE.) 


CAPITAL ACCOUNT. 


Contributions— 
MATE Stes ncsictsideaceecietslecsie cs asa gacleaesnis Share Contributions and Withdrawals 
Book. 
IDOI: Gpaveaddensosessscece ene eaaencrance Loan Deposits and Withdrawals Book. 
Savings-Bank Deposits ................ Savings-Bank Deposits and With- 
drawals Book (or Simplex Book 
Summary). 
Fees and Fines— 
PEELE ATICE) BEES! cciccows srecie sce sins ceciecents Share Contributions and Withdrawals 
Book. 
Nomination Fees: .....0.c.cscnesceecseses Sundry Receipts and Payments Book. 
IWittHOrawalePInes 2. .esccecsssssceces ce | Share Contributions and Withdrawals. 
imlesvand. Pass; BOOKS, js.cccersectoc eset J) Book. 
Stamp Sales and Club Deposits.......... Club and Hire-purchase Receipts and 
Hire-purchase Instalments ............... } Payments Book. 
Sales of — 
Vand and Buildings... 0c... .c..ccecsse0s : 
Iver ghbgaey Bhale PN Ebqmatbele} Bn onenoonupoesodc. 
Machinery and Plarit............:.+-++.. > Sundry Receipts and Payments Book. 
Live and Rolling Stock ................ 
ROIS G BO PC LE Vier miclaisweiclate is) «sle/eile\sisie( 1° 5) 
Mortgages repaid (other than H. P. | 
PRC ATICES) | ooloe ssleiciaieienisine ocisier sawieisiceisiein sine 
Investments withdrawn— 
SERIES IMEC te epatelole'S ne sis aictelSars aceinis hae aie.siewisisinis (Investments, and General Revenue 
NOS AALSHE Ree iovsieiais ec nincie Seenee.a.sietsiawsi ceria { Receipts and Payments Book. 
Mortgages and Bonds on Society’s 
letgaynesaeyy ((IRXeees4 eS) )) Aone condo corer caee 
Repayment of H.P. Advances .......... qi 


SUNDRY ITEMS. 


Stat Guarantee Deposits..........1.+..+6- ) 
Compensation and Insurance Claims... 
National Health Insurance—Sick Pay 

itSjOENGL poco cnsdoBodgoDepsongeuccosdeaoncoreD Sundry Receipts and Payments Book. 


Employees’ Pension and Superannua- 


TOM PE TNS ree sececwconrcscscsssecserersene J 
TRADING ACCOUNT. 
‘Seilec, (Gira) ssacoguctindacseoecersesnecsoads } ee 
» (Sundries, Hides, etc.) ............. j Trade Receipts Book. 
Dividends on Purchases ...........-.+6++s : 
PETA EMG OMISSIONS tates. cielngmasiers ries } Sundry Receipts and Payments Book. 
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INVESTMENTS REVENUE AND FINAL REVENUE ACCOUNTS. 


House Property Rents ........... see teeeee 
nat or oye including Letting of Investments, and General Revenue 
Ue Al euaaetetbectaranentioonseas ; 2 
Interest and Dividends on Investments Receipts and Payments Boo 
» on Debts and Advances........ 4) 
Bank Interest and Dividends............ | As above, or Summary Cash Book, 
» Agency Commission ............... } according to method adopted. 
Insurance Agency Premiums ............ 5) 
Coninission —22.4.04 
yee a2? Investments, and General Revenue 
Collective Life Assurance Rebate...... : ? 
National Health Insurance—Grant Receipts and Payments Book. 
for Working Expenses ..... ta daeaos desis 


IDelinvery Boye Ia wel sooonoscmaonsdoaeooqeBGonen ~ Education Fund Receipts and Pay- 
ments Book where Receipts and 
Payments pass through the General 
Office. Where the Education De- 
partment keeps its own books and 
has its own Banking Account this 
item will not arise in the Cash A/c. 


PAYMENTS. 


ITEMS IN THE CASH ACCOUNT—SOURCE FROM WHICH THE 
AMOUNT OF THE PAYMENT IS OBTAINED. (THE QUARTERLY 
OR HALF-YEARLY SUMMARY IN EACH CASE.) 


CAPITAL ACCOUNT, 


Repayments— 
Shares ciinaitosstsmastewsieneraesmntesieinsteatetsies Share Contributions and Withdrawals 
Book. 
UO ANStrccseres isiccucs soueskine seas tere Loan Deposits and Withdrawals Book. 
Clive bates) gb fen allke sn canocahpavcpgoavoceoushoce Savings-Bank Deposits and With- 
drawals Book (or Simplex Book 
Summary). 
Enterestran de Divide nd eeemseneeeseseieas Sundry Receipts and Payments Book 


(when paid out before being added 
to Share Capital). 
Dividend to Non-members ......:........ Sundry Receipts and Payments Book. 
Interest on Mortgage and other Loans Investments, and General Revenue 
Receipts and Payments Book. 
Stamp Sales and Club Repayments...) Club and Hire-purchase Receipts and 
Hire-purchase Payments.................. J Payments Book. 
Capital Expenditure— 
(gatidgands Buildin os onmtseneeteeeesceect ) 
JMbqhibyey Ehokdl Ibi Absle), S5oRcedaconanaaone 
Machineryranid (Planitessenmasmsescaecces > Payments-to-Trade-Creditors’ Book. 
Taverand Rolling Stocks esnd 
PLO USC TOPOL Ly aaeiis oneta renters 
Investments— 
Shiares (i050. macwaccceee avon acoume coerce ) 
DOAN Sie as sia tnsneleleniestecicigee sienna cates eeee 


Advances on House P. DYiearcettee 
Otherinvetenenae en eee eee Investments, and General Revenue 


Repayments of Mortgages and Bonds Receipts and Fayments Book. 
Repayments—C.W.S. House Purchase 
Ss ol Crit fore aan nme conauedun do oucdudineSuoordndte 
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SUNDRY ITEMs. 

Staff Guarantee Deposits repaid and ) 
PEL LEES Ut «ce ceeeemetsieone Coen cas ccccecse 
Compensation and Insurance Claims— 
IRGCelpts: paid ious seascesmeieec cscs core. 
Payments from Society’s own Com- 
pensation and Insurance Funds...... 
National Health Insurance Sick Pay... 
Collective Life Assurance Claims........ 
Employees’ Pension and Superannua- 


7 Sundry Receipts and Payments Book. 


tion Fund Payments) s..........0.s.0. | 
TRADING ACCOUNT. 
NO OOS ete enone cceeceecmen st saatcs cs ce sees 4 
WARE See Me catons scateect reese ns teeocar cries ovecs > Payments-to-Trade-Creditors’ Book. 


INVESTMENTS REVENUE AND FINAL REVENUE ACCOUNTS. 


House Property Expenses .............:. 
Expenses of other Property not used 
iMG Coo caceis aise wie sini olan ssjsnreacels ss (Investments, and General Revenue 
Bank Interest and Commission ......... ( Receipts and Payments Book. 
Insurance Agency Premiums ............ 
Collective Life Assurance Premium.... | 


Death Benefits Fund Payments ....... Sundry Receipts and Payments Book. 

a. fnsueatce— Working (Investments, and General Revenue 
BM cease oessiseieaisisaicis inet s : 

Subscriptions chargeable to Revenue.. | Reocipts and, Payments Book, 

Education Fund Payments .............. As above where Education Account 


Payments are made through the 
General Cash and Bank Accounts 
of the Society other than as a 
Disposal of Surplus. 


DISPOSABLE BALANCE ACCOUNT, 


BOUTS TOTEM PIOVEES, eeece.cicicaenssaresies y A eC apron 

4 3 un ts and Payments Book 
Education Account Payments or Grant siete 6 
Donations & Charitable Subscriptions > Oe Ta vearmieats =) General Revenue 


SME DES sian: ocietiececshe Pom ciasii ae eee ie aa eyes book, 

It is not likely that every item given in the foregoing list will 
atise in every society, but they will all arise in some society or 
other, and they are all explained here so that the book-keeper will 
know the correct place in which to record any item that arises. 
In the Cash Account of the balance sheet he will only enter those 
headings under which receipts and payments have to be recorded. 


Balancing the Cash Account. 

_ The Cash Account, having been built up from the sources 
indicated in the preceding list, is now completed by the inclusion 
of the balances of cash in hand and at bank at the commencement 
and at the end of the trading period. When totalled, the two sides 
of the Cash Account should agree. If they do not agree, the totals 
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and items can be compared with the grand totals and the column 
totals in the Summary Cash Book, when any error should be 
disclosed. 


Bank Account. 

This optional account in the Standard Balance Sheet can be 
prepared from the bank columns in the Summary Cash Book and 
compared with the Bank Pass Book. A Bank Reconciliation State- 
ment, as explained in Part I. (pages 211 and 212) may be required 
to show essential agreement between the Summary Cash Book 
and the Bank Pass Book. ‘This reconciliation statement will have 
to take account of cheques in hand entered in the Cash Book and 
not yet paid into the bank; cheques paid out and entered in the 
Cash Book but not yet presented at the bank; and any cheques 
paid to the agents of the C.W.S. Bank which have not reached 
the C.W.S. Bank and have, therefore, not yet been credited to the 
society by the C.W.S. Bank. 


Il—STATEMENT OF TRADE EXPENSES. 


Two Forms of the Statement. 

A Statement of Trade Expenses recorded according to their 
nature is an optional part of the Standard Balance Sheet; but 
many societies desire to publish such a statement, and an explana- 
tion of the manner of compiling one is therefore desirable at this 
stage when the balance-sheet accounts are being considered. ‘The 
form given in Appendix X., which comprises an outline of a Standard 
Balance Sheet, will meet the needs of most societies, but the number 
of items may be reduced or increased according to the amount of 
detailed information the society desires to give, and according to 
the variety of expenses incurred. 

The statement may take a simple form, in which only the nature 
of the expenses and the amount of each class of expense are given; 
or it may show, in addition, what has been the functional distri- 
bution of each of these amounts. 


The Simple Form of Statement. 

It will be convenient to explain the simple form of statement 
first. The subject has, indeed, been alluded to in Chapter XIV. 
of Part I., and in Chapter V. (pages 87 and 88) of this book, and little 
needs to be added to what has been said there. ‘Two methods are 
available for compiling the statement. The items in the Trade 
Expenses Analysis Book provide the data in the first case. A ledger 
account can be opened for each class of expense, and the items can 
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be posted from the Trade Expenses Analysis Book to their appro- 
priate account. The totals of these ledger accounts provide the 
items for the statement published in the balance sheet. Alternatively, 
the employment of ledger accounts can be dispensed with, and a 
clerk, with the aid of an adding machine, can run through the 
Trade Expenses Analysis Book monthly, and in a few minutes 
compile a list of the items under each nature heading and total 
them. ‘The total of these totals should, of course, be harmonised 
with the monthly total of the Trade Expenses Analysis Book. 


The second method bases the statement upon the entries in the 
Departmental Expenses Book. In that book (see pages 79-85) all 
expenses are recorded according to nature as well as according to 
function, and the column totals give the amount of each nature 
class of expense for each shop, branch, or department. If these 
column totals are summarised in a tabular statement at the end 
of each month (or trading period) the data required for the State- 
ment of Expenses are available when the items making up the 
General Charges are added from the Trade Expenses Analysis 
Book. 

The monthly totals of each class of expense, extracted in the 
manner explained above, can be summarised quarterly or half- 
yearly to provide the data for the published statement. The 
following section of a statement will illustrate the method of 
summarising the monthly totals for the preparation of the balance- 
sheet statement. 

STATEMENT OF EXPENSES FOR QUARTER ENDED MARCH 3187, 1926. 


terl 
NATURE OF EXPENSES. [ate eben Mar, ner iet y 
Salaries and Wages— | £ A f £ 


Productive Departments ............+. | 
Service Departments ................000 | 
Distributive Departments ............- 
National Health and Unemployment 
PETS TIN ALCS erereiericte sia sla sevens aesesirsie 
Committee— 
HES te orate aeteteistete eis cars os clove saleyslerrvois tc sielsicloyss'> 
Other Expeuses...,...-..61eeeeeeeeseroeees 
PANT TAINS veameleeiceleiee sens eo sn ee sis vce sicjenens 
SS LOC CAINS Garters este sits veisiir(er =r civ = rier | 
RETES Mee atlas ct sie etic see cio’ eeinissis.aisio wine Syme seis | 
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The simple form of summarising statement outlined above meets 
the needs of most societies. A statement made up from the amounts 
in the total column will probably be found sufficient for balance- 
sheet purposes to meet the wishes of their members. It enables 
attention to be directed to any abnormal expense, and permits a 
comparison to be made between one trading period and others in 
respect of any item of expense; but the total of the expenses thus 
tabulated will not necessarily agree with either the expenses paid, 
as per Cash Account, or with the expenses recorded in the Trading 
Account, for reasons which we shall now set forth. 


The expenses incurred in any trading period do not necessarily 
coincide with the expenses paid during that period. All expenses 
incurred during the period should be entered in the ledger, and 
should reach the Trading Account for the period; but some accounts, 
though payable, may not be paid during the same period, for a 
variety of reasons, whilst items charged during the previous period 
may have been paid during the current period. Again, some items, 
e.g., ground rent or rates, may not be charged or payable until 
some date after the end of the period covered by the Trading 
Account, but the proportion of the charge for the period ought 
to be debited as an expense of that period and entered in the Trading 
Account; and some accounts that have been paid, e.g., for rates, 
may partly cover the subsequent trading period, to which a portion 
of the amount must be charged forward. Also, there may be minor 
credits or set-offs which are applied to the reduction of the expenses 
charged to trade, and these, also, may cause a discrepancy between 
charges and payments. Bad debts are also charged as an expense, 
but there is no payment in the Cash Account for the amount, and 
another discrepancy is thus caused. 


The expenses incurred for any period should, of course, agree 
with the expenses charged to Trading Account for that period; 
but the correspondence between the Statement of Expenses and 
the Trading Account is not clear at first sight, for reasons that 
will now be explained. There is some duplication of figures, owing 
to the fact that certain expenses first charged as the expenses of one 
department enter into that department’s charges to other depart- 
ments for the services it renders to them, and these charges become 
expenses of the other departments. In this way duplication of 
figures arises. Where it is desired to compare the Cash Account, 
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the Statement of Expenses, and the Trading Account, the state- 
ment can take the following form, all expenses which are paid 
or payable to outsiders being first listed and totalled; whilst other 
expenses arising from departmental transfers or internal charges, 
such as interest, depreciation, bad debts, etc., are listed below this 
total and added to it. The first total, when adjusted for amounts 
owing and paid in advance at the commencement and end of the 
period, and for set-offs, should agree with the expenses paid as 
per Cash Account, whilst the final total should agree with the total 
of the expenses recorded in the Trading Account. 
STATEMENT OF TRADE EXPENSES. 


Salaries and Wages— ah s. Gl. 
PPLOOMCTI VE IC DALLIACILES se asrwisnosictucrsitie scenic seacaes. 
De tleew De PALCMemtSrecmanar ajesdeelecsine atte sce elders nieces 
MDISELL DAVE DC DALLIMENLS com cjceaaciue gwen seeneemesysinemecs 

National Health and Unemployment Insurance......... 

Committee— 

BE SMe te atteletotclelstais oC lei- feist aeieiaisis al wielcisln/o( siarsidiele sinsicGoisigers ovsieeists sls 
OG GPE IETS Sse meninc se cecil voce seis ote acto scetnsiseceis viene 

PRICE CAE OMe eee nn ee ce oeeeenn ce taeessacabesdaruese teusbabeate 

SEDC Kae tEl Ode cloiteialgroneieiscinineisn sete wisp aicieis oaiueleron sisiisibinenaleepicieg 

PS ESTA Lane oe icteingisietcis)s tatel-is\qsis sie siainein.clorsinisilatorsieejatmies sieieisis!s eres, cial 


Less Credits and Amounts set off against Expenses... 


tirerest: Chatces to Trade ACCOUNT ceicciscsessessescsasiee 
Depreciation Charges to Trade Account ................65 


Generalebxpenses allocated) 22... .cccnces ses seevecsesacewscee 
Transport Department Charges— 
Distributive Departments— 
(A MGOGUSEACCOUNET TS So, assdsccrt encase ce & 
(OyMWelivettys B XPeCUSess pesca: cen snencl senses seem sredas== 
Productive Departments— 
KZ) GOOUS A CCOLIE Saascieso comameitclsraisais/e=° ue 
(2 eDelivery Hx pensesug..scactesseeresmsrensencin cen 


Statement of Expenses showing Functional Classification. 

Even the elaborated Statement of Expenses outlined above 
is not sufficient to satisfy some meticulous persons, and a desire may 
be expressed for a Statement of Expenses showing both the amount 


* The amounts charged to Goods Account, having been included in the charge for purchases, are 
not entered in the outer column. The latter records only the expenses. 
+ See Expenses Account, Appendix X1., for agreement with Trade Account. 
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of each class of expense recorded according to nature, and the 
distribution of each of these amounts under the functional headings. 
The preparation of this more elaborate statement may involve more 
work than is justified by the benefits derived. For this reason its 
adoption is not recommended, and it is only an optional part of the 
Standard Balance Sheet. It is explained here merely to assist those 
who may desire or are compelled to prepare it. 


The easiest way of preparing the statement is to utilise the data 
in the Departmental Expenses Book, which records the expenses 
according to nature as well as according to function. When the 
totals of the various columns are summarised (including the 
columns showing functional totals), and the components of the 
general charges as recorded in the Trade Expenses Book are added, 
all the material required for the statement, showing both the 
nature of each expense and the functional classification, is available, 
and it can be embodied in a statement taking the form shown 
below (page 245). Totals in the statement can, of course, be 
checked with totals in the Trade Expenses Book. 


Another way of preparing the required statement showing the 
functional classification of the amount of each class of expense 
is to assign for each group of departments—distributive and pro- 
ductive and service—a sheet or page for each functional heading 
of expense, and to rule each sheet with analytical columns, providing 
for each nature class of expense likely to fall under that functional 
heading. The clerk preparing the Trade Expenses Statement will 
take up the Trade Expenses Analysis Book and run through the 
items in the column recording the functional expense under con- 
sideration, and enter each item in its appropriate column as rates, 
taxes, carriage, insurance, etc. Amounts which have to be allocated, 
e.g., office, warehouse, etc., are similarly treated. 


This dissection of the items under each functional heading can be 
done quarterly or half-yearly, as may be required for balance-sheet 
purposes, or it may be undertaken monthly, and the monthly 
totals can be summarised quarterly or half-yearly. The column 
totals will then be listed vertically in a statement of the form shown 
in outline below. Amounts which are of the nature of general 
charges that have to be distributed at the end of the trading period, 

e.g., office and warehouse expenses, can be entered in the column 
headed ‘‘ General Charges for Allocation.” 
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The invoiced amounts having been entered in the statement, 
and any credits or set-offs deducted, the statement can be totalled 
and should give an amount which, when adjusted on the lines 
suggested earlier in this chapter (pages 242-243) should agree with 
the wages and expenses paid as per Cash Account. The interest and 
depreciation charges can now be entered in the statement, and the 
allocated expenses and the charges made by one department to 
another can be added next, after which the statement can again 
be totalled, when the total should agree with the expenses charged 
in the Trading Account. 

Adopting the form recommended in the preceding paragraph, 
and incorporating in it assumed items for the New Era Co-operative 
Society for the period covered by the trial balance and balance 
sheets prepared in Chapters VIII. to XII., its Statement of 
Expenses—showing both nature and functional classifications— 
would appear as shown on page 247. If the first column of figures 
is totalled it gives an amount of £5,018. If from this amount of 
£5,018 the Transport Charges of £105 debited to Goods Account 
(which are not trade expenses in the sense in which that term is 
employed in this chapter) and the £499 General Charges allocated 
(which appear in the first column of the Expenses Statement twice, 
but only once in the Trading Account) are deducted, the resultant 
balance is £4,414, which agrees with the total amount of expenses 
charged in the Trading Account. 
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We have now completed our review of the balance-sheet 
accounts as usually presented. It will always be necessary to 
prepare, in addition, departmental accounts, though these may not 
be published. We shall, therefore, direct our attention in the next 
chapter to these important accounts. 


SUMMARY. 


The data for the Cash Account of the balance sheet are to be found in 
the subsidiary cash books and the Summary Cash Book. A standard form 
of grouping of items—both receipts and payments—is followed, and this 
grouping is indicated in the text of the chapter. The general distribution is 
as “Capital Account,” ‘‘Sundry Items,” “Trading Account,’ and “ Invest- 
ments Revenue and Final Revenue Accounts ’”’ items. An additional group 
on the Cr. or payments side is composed of the items relating to the Dis- 
posable Balance Account. 


The Statement of Trade Expenses may take different forms. It may be 
merely a list of the expenses recorded according to their nature, or it may 
be a statement which also shows the functional allocation of each of the 
amounts thus recorded according to the nature of the expense. 


The former statement meets the needs of most societies, and it can be 
prepared in several ways. One way is to open a ledger account for each 
class of expense which it is desired to show in the statement and to post the 
items from the Trade Expenses Analysis Book to their respective pages in the 
ledger. This method, though simple in nature, involves much work, and 
the ledger entries can be dispensed with, thus reducing the amount of labour 
and book-keeping. From the Trade Expenses Analysis Book the separate 
amounts under each nature heading are abstracted on a sheet of paper by a 
clerk, with or without the assistance of an adding machine. The totals for 
each class of expense obtained by either method should be totalled and 
checked against the total of the Trade Expenses Analysis Book to prove 
their accuracy. The figures can be taken out monthly and summarised 
quarterly or half-yearly, thus saving time and trouble at the end of the 
trading period. Another method, which is simpler, calls the Departmental 
Expenses Book into service. In that book the expenses of each branch and 
department are recorded according to nature as well as function, and if the 
column totals are summarised the data for the various departments can be 
obtained. They require to be supplemented by the amounts of the component 
parts of the general expenses to be allocated, and these are obtainable from the 
Trade Expenses Analysis Book. 


The second form of statement shows the functional classification of each 
class of expense. The easiest way is to utilise the method explained imme- 
diately above and to include columns for the functional totals in the summary 
prepared from the Departmental Expenses Book. Another method of 
preparing this statement is also available, and either sheets or pages of a 
book may be employed. A separate sheet or page should be prepared for each 
functional class. If a book is used the pages should be ruled from top to 
bottom and a column assigned to each nature class of expense related to 
the function for which that page 1s reserved, The items can then be posted 
from the Trade Expenses Analysis Book to their appropriate page and 
column, If sheets are used the clerk will scrutinise the items under each 
functional heading in the Trade Expenses Analysis Book and enter them 
on his sheet under their nature class heading. When all the items are entered 
on the pages or sheets they will be totalled and compared with the totals of 
the Trade Expenses Analysis Book to confirm their accuracy. 
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The expenses charged in the Trading Account are the expenses incutred, 
and their amount does not necessarily. agree with the expenses paid. An 
adjustment between expenses incurred and expenses paid can be made by 
allowing for expenses owing and paid in advance at the commencement and 
end of the period, but when this is attempted the expenses involving pay- 
ments should be totalled before share interest, inter-departmental transfers, 
and allocations of general expenses are charged. 


QUESTIONS AND EXERCISES. 


1, Write out in blank and from memory a Cash Account on Standard 
Balance Sheet lines. 

2. Prepare a Cash Account in proper form from the following data, and 
show the balance in hand (the total of cash and of bank balance) after the 
teceipts and payments have been entered. 


£ 

Cashanvband andiat Bank:to be Sim )p...csasescsss seco. ces sceoe 5000 
Tare LCOMpelDition Suemess tees cesaeincctecececece neck eeke neccoenaeweceen 1000 
SHALOM VALUE ray yalSy sasmelsimmcssdeasetee cee scise se cecumcbicnnsag ee ases 1500 
Pe oar CONC DULONS ere tances nscceesnehatceermetaceesact cae een cules 500 
GAN MV AU CEA Wal Si ee.lcpuesiscr-crcetenoacaseeecost ren ecncrakisstilais 200 
SAO S us A MOE POSIUSeiseteccdtmrsenten sce <ecermacecc ces cece cosines 100 
Savings-Bank Withdrawals (Cr. item) ..................eseseeee 80 
MOEEPAUEIOMOOCIELY, S: PLC IMISES. cas ccitiees senencameeteret«esccneccs 2000 
Mortgage loam Te paid 40) SOCIELY 1.6 secs sciqe cacieconsienainesecee es 500 
Advances on House Property repaid by Members ............ 200 
Advances on House Property advanced to Members ........ 600 
MEET COBH EES Wee eresen eon nace oc ectaseree seatocce se diesiis ses scawbe vis 10 
SAlemO MELO PSO mee stems cn enetesccese tess calcite sastmeiemieinacies pteaneenen oid 20 
RSS EUE TOA CS meye Pee oe eee ces sion ramamneenae omnis mal wieasavonsese cell cic 50 
Collective Life Assurance Claims received ............s0.sc0ess 20 
LO MSe@ PLO DET bya VetiESia. core ceone -nusisninsmadeiasista steed aetidecdnes ones 40 
Nal eMODRCOOGS porns ee iace aciselatsaietai aie atarsler otnptaisinir aie saseintgSiuin ols So weleaaieine 20000 
SAOROUMETICe Saana-oace seme setl enna stcilecsusisepieisays dacinatcinsceaseacuanae 100 
dnterest-on slare Investments (Dr, item) -......0..eccene son 50 
iiteresc Otel Oaneltivestinents (MO faitem) ee.sse-.ces~ cesses 20 
WMemipersu Iti terest ands 1 vIGENG Paid feresece or vecncacsne=sic 400 
Tetetest paid On MOLLSACE LOANS lc. cieice ema otis. ovoncisicreschiwse se 30 
Pride e SD Mild ies Cts TLC) ceineeteiaisielofatesioleiste ss aisiamn saleiaw’s wore einisjes 600 
(OMS |KOWIEEE Gdasahde ton codeoaseouce ecto ccAt an Cente GaGa CEB ARSC Rarer ae 15000 
Investments made— 

SIN ATOS Mer eee ee ae capi inerariol-eintesoisiseraiie/os aie nieite @alaionioeacienie svete 200 

HP CREUITS Mr eRe ra ete oer olete alee lotenssajels ein e« Ws oles a sei asaieTlsio vOsis stjeiaie oo sino 100 

PNOUSERELO Pe Liy AG Wall CES. sine seisnnistes sicink cetese sio'ssieinaisjesise'sieate 500 
Collectiverlite Assurance Claims paidl 53. saece stecie se cise 20 
WY@RISS ORIG — cedaacacenscosrsecase dons 6 Sco dgsORA BBSEROBEAAd SOPOnaAPapaen 1200 
Opera ol CUls KPSMSES sPALG. Mastorasletselicls selec sit fslieis sets sc\siieie ««/e.asi0 om 800 
PIO ISe MELO Pete yey X DE MUSES a suinenapieiiseisisesclesiclosccestmeireisiesine nest 35 
Collective ilesAssuranCes Prem fe msessceuaciss secs -eese sessile 80 
Charitable Donations from Surplus .................0s:ecceeseee 10 
Education Grant paid to Education Department ............ 50 


3. Take your own Society’s Cash Account and from the items in it prepare 
a trial balance to include those items. 

4. Prepare a Bank Reconciliation Statement harmonising the amounts 
given below. In preparing the statement assume any suitable amounts of 
cheques in hand and cheques not presented. 


Bank Overdraft, as per Cash Book, £2,500. 
Bank Overdraft, as per Bank Pass Book, £2,200. 
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5. Prepare a Statement of Expenses according to nature, selecting items 
and amounts at your own discretion. 

6. Prepare a Statement of Expenses showing the nature of expenses and 
the functional classification of the amount recorded in each nature class. 

7. How would you prepare the statements asked for in questions 5 and 6 
from the books of a society ? 

8. A member at the quarterly meeting of his society draws the attention 
of the chairman to the fact that the expenses as charged in the Trading 
Account do not agree with the expenses as paid in the Cash Account. How 
would you explain the probable reasons for the non-agreement ? 
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CHAPTER XIV. 


DEPARTMENTAL AND BRANCH ACCOUNTS. 


es 


(1) DISTRIBUTIVE DEPARTMENTS. 


explanation of the books and accounts leading up to the 

general balance sheet. We have visualised a fairly large 
society with several departments and branches, and our explanation 
of the books has included references to departmental records; 
but in concentrating on the explanation of the typical balance 
sheet—which does. not necessarily include departmental accounts— 
we have left on one side our explanation of the preparation of the 
various departmental and branch accounts. To some of these we 
shall now turn our attention. 


: , O far in this book we have been mainly concerned with the 


The Two Groups of Departments. 

The departments of a Co-operative Society are very varied in 
character, and a uniform grouping of items of expense, etc., would 
not reveal their operations in a satisfactory manner—compare, 
for example, a farm and a hairdressing department in this respect. 
For the single Trading Account of the balance sheet their charges 
can be brought under the same group headings, but more detail 
will be required for internal purposes and may be required for 
publication purposes. 

For our present purpose we can divide the departments into two 
groups—those which have accounts that conform to a standard 
type and those which have not. Roughly speaking, the former will 
include all the distributive departments and the latter will include 
all the productive and service departments, for some of which 
a special form of account will be required. In this chapter we shall 
deal with the former group, viz., the distributive departments. 


s 
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The Trading Account Items. 

The primary entries of the transactions recorded in the depart- 
mental and branch trading accounts of distributive departments 
have already been explained; but it will be convenient to revert 
to them and trace them through to the branch trading account. 
The data for such a trading account are :— 


DR, SIDE. Cr. SIDE. 

1. Stock to begin. 9. Sales. 
2. Purchases. 10. Transfers or Charges outward to 
3. Inward Transfers. other Departments :— 
4. Goods and Stock Charges. (a) Trading Account. 
5. Selling Expenses. (b) Investments Revenue and 
6. Delivery Expenses. Final Revenue Accounts. 
7. Land, Buildings, and Fixtures (c) Capital Accounts. 

Charges. 11. Dividends on Purchases. 
8. General Charges allocated. 12. Trade Commissions. 

13. Stock on Hand at end of trading 
period. 


Under the functional headings constituting items 4, 5, 6, 7, and 
8, the amount of the vatious items which together constitute the 
functional total can be, and should be, given in the Branch and 
Departmental Trading Accounts. 


We can now trace the items from their origin to the departmental 
or branch trading account. 


Item 1. Srock To BEGIN.—This item is derivable from the 
stock books and from the summary of stocks, the total of which 
appears in the last balance sheet and in the trial balance for the 
current period. 


' 


ITEMS 2 AND 3. PURCHASES (INCLUDING INWARD CARRIAGE) AND 
TRANSFERS.—The records of putchases begin in the Goods Purchased 
Book, where separate columns are provided for each branch or 
department, and the total of each column gives the purchases of 
the shop to which that column is assigned. Transfers from the 
warehouse are also included in this total (see pages 52-57). 


The column totals are posted from the Goods Purchased Book 
to the Goods and Expenses Ledger, where a page is assigned for 
recording the purchases of each shop. The balance of each shop’s 
ledger account gives the amount of purchases and transfers for 
the trading account of that shop. 
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Items 4, 5, 6, 7, AND 8. ExPpENSES.—Items 4 (Goods and Stock 
Charges), 5 (Selling Expenses), 6 (Delivery Expenses), 7 (Land, 
Buildings, and Fixtures Charges), and 8 (General Charges) are all 
expenses recorded under these functional headings. The records 
originate in the Trade Expenses Analysis Book, from which they 
are entered in the Departmental Expenses Book. In the latter 
book a page is assigned to each shop; and the expenses of each shop 
are recorded not only according to function but according to nature 
as well. An advantage of this double classification for the purpose 
of comparison of branch working expenses will be obvious, but it may 
. be advisable at this point to relate this provision to the Statement of 
Expenses discussed in the last chapter, and suggest that the data 
available in the Departmental Expenses Book provide a basis for 
the Statement of Expenses recorded according to nature. 


When the columns of the Departmental Expenses Book are 
totalled, information is available for each shop respecting the amount 
of (a) each class of expense, and (6) each functional charge. ‘These 
totals are now posted to the Goods and Expenses Ledger, where an 
account is opened for each shop and entered in the manner explained 
in Chapter VII. (page 124). 


This completes our examination, up to the ledger stage, of the 
items on the Dr. side of the Trading Account, and we may now turn 
to the Cr. side. The first item is Sales. 


Item 9. SaLes.—The records of the sales originate in the Trade 
Receipts Book and the book recording hire-purchase and club 
sales. As pointed out above (pages 99 and 100) the shop should be 
credited with club and hire-purchase sales at the time of parting 
with the goods; and the source of the primary record will vary 
with the system adopted for the club and hire-purchase trade. 
From the books of primary record the sales of each shop will be 
posted to that shop’s page in the Sales and Income Ledger. If open 
credit is allowed, the balance of the shop’s Sales Account will have 
to be adjusted for debts owing at the beginning and end of the 
trading period and for debts written off, before the final amount 
for Trading Account purposes is available at the time of preparing 
the balance sheet. From its account in the Sales and Income 
Ledger the sales of each shop will be transferred to the shop’s 
Trading Account when the books are closed at the end of the trading 
period. 
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Trem 10. OurwarD TRANSFERS.—Transfers from a distributive 
‘department are sometimes of the nature of a sale and sometimes 
merely a matter of convenience. An example of the former is the 
transfer of a ladder from the furnishing department to the works 
department, and an example of the latter is the transfer of a sack 
of flour from one grocery branch to another branch which has run 
short of supplies. In the former case the item appears in the Trading 
Account as an outward transfer; but in the latter case the tran- 
saction should be treated as a reduction of purchases of the trans- 
ferring branch and an increase of purchases of the branch to which 
the flour is transferred. By Journal entries, posted to the Purchases 
Book, the former branch can be credited and the receiving branch 
debited. 


The real transfers are entered from the Shop Transfers Book or 
from the office copy of the transfer note to the credit of the Goods 
Transferred Account of the shops transferring them, as explained 
above (page 101). This account is in the Sales and Income Ledger. 


From the Sales and Income Ledger, the amount of outward 
transfers is transferred to the branch, or shop, Trading Account 
at the end of the trading period. 


The outward transfers (confined as suggested to those which 
ate of the nature of sales) should be separately recorded in the 
Trading Account and the books leading to it for debits to (a) Trading 
Account, (6) Investments Revenue and Final Revenue Accounts, 
and (c) Capital Accounts. 


IrEM 11. DIVIDENDS ON PURCHASES.—When notification of 
these dividends is received the amounts should be journalised for 
the primary entries, and each shop should be credited with its 
portion in an account opened to record it for that shop in the Sales 
and Income Ledger. Dividends on purchases delivered at the 
warehouse should be allocated among the branches in ratio to their 
transfers from the warehouse. From the ledger account in the 
Sales and Income Ledger the amount of the dividend for each 
shop is transferred to that shop’s Trading Account. 


Item 12. TRADE Commissions.—The record of these com- 
missions will originate in the Sundry Receipts and Payments Book 
if the first notification is a payment, otherwise in the Journal. The 
Cr. entry will be posted to a Trade Commission Account opened 
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in the Sales and Income Ledger for each shop entitled to receive 
such commission, and the balance of that account will be transferred 
to the Trading Account at the end of the trading period. 


Item 13. Stock on Hanp.——The Stock on Hand at the end of 
the trading period will be derived from the shop’s stock book or 
from the summary in which the stocks of all the shops and 
departments are summarised. 


FROM THE LEDGERS TO THE BRANCH AND 
DEPARTMENTAL TRADING ACCOUNTS. 


The foregoing review carries all the relevant data to the stage 
preceding the preparation of the shop, branch, or departmental 
trading accounts. A separate book for recording the various branch 
trading accounts can be kept, or they can be kept in the Private 
Ledger according to convenience or choice. A separate folio will 
be opened for each shop. The balances of the various ledger accounts 
we have reviewed relating to each shop will be transferred to that 
shop's trading account, and the ledger accounts will be closed. 


If we assume certain data and employ other data already given 
for the branches of the New Era Co-operative Society in earlier 
chapters, the Trading Account for the central grocery shop of that 
society might appear as on pages 256-257. 
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NEW ERA CO-OPERATIVE 


Dr. TRADING ACCOUNT OF 
£ L 
Aitay Soyo) Goyal Vnienaral (Wo) [BEF abA Gee--Gpacoupondcesune cade onoTecsssobenceg nO 1200 1200 
Goods purchased, including Carriage.................ssesseeeeee. 4000 Pat 
Goods CranSletre dienncacs-esetion Beas siscsnsstemcist RSPR eR saa ht 2000 6000 
GOODS AND STOCK CHARGES— 
Tnsuratce and Taterest/ om Stocks... .e-eececes-s sa eeeeser 32 
Tniterestion Credit, ACCOUMES secscsus aces ccesaneccee sees neeeeee oy 
Proportion of Warehouse EXpemses...............0ceeeeeeeees 95 
Total Goods and Stock Charges................ 12 129 
SELLING EXPENSES— 
SVifo99) WWEXEERY caunstidassnosducosscedoasnessonucsonensoosasepeabondncad 625 
Health and Unemployment Insurance.....................66. 10 
Workmen’s Compensation Insurance ..................20600- 5 
PRA VOLEISIN Oy cle coeciecels tots acios ste slstsite sictsics aniteatse caesar 
Printing and) Statlonety tescc- ase se oat tested seen eee ets 4 
Check. Books and Sheets ie.a:sencacs ce scwacseaceen sae eeteeee 5 See 
@elephones Charcesi cee tascecesasee sees sea ceseee nate seca eet | a ae 
Postagespandy Lelesrats!..cweasecmacsse ccees seme stcecs eeeteeeetde <e oes 
DA GATUCES can ee ce ceohe secre ee rom oe eens ot onda: aaa Coe ae aero 4 
BadiDebts-and RESERVES: asics catsns ost seicosceeeccsimmeeesaancne Spe 
Goods for: Shop) Uses. cco-ntenese«nsectelelstsiesen cheer semeeceeece 335 
LotaleSelline sx penses: -eccaeascaeeseme eee tee 709 709 
DELIVERY -EXPENSES eccsscssccctsssaccecteccar ence soncesaeeeetee 50 50 
LAND, BUILDINGS, AND FIXTURES CHARGES— 
Ground! Rents acascsnecacassosercwecas stack ee cum ulet cent meee meee Ree 
Brit climlomRentS meccscansnes sec cneselsasess tomeee tee eee senmase AOD 
Interest on Land, Buildings, and Fixtures.................. 16 
Insurance on Land, Buildings, and Fixtures................ 2 
Depreciation on Land, Buildings, and Fixtures .......... 26 
Rates on Land, Buildings, and Fixtures .................... 3 
Taxes on Land, Buildings, and Fixtures .................... 2 
Repairs to Land, Buildings, and Fixtures .................. 2 
Painting and: Decorating ise, .nccecacnesccneneeseeecteeetnee tes “ mere 
Cleaning, Dightine and iHeating ....cmec.cneeeceeeeces 1 sae 
Total Land, Buildings, and Fixtures 
Charges eiocusesnnsecsee tear eceeeneeemecncin 52 52 
GENERAL CHARGES ALLOCATED— 
Office and Check Office Expenses ......2....0...0cssecstensese 60 
Committee PE peuSesteeaccsmisssede- ache eaten eee arenes 5 
Audit Hxpenses” 2 \cccsasecustcnssieas siiiice caciemtececneacteeennteete 5 
OtheriGeneralehxpensescnomecccssseducsiiseeemcat senna neras 2 
TotalGeneraliGharses pecesessceetencneee eee The 72, 
Balan ce—= Str plus; ercimncass sccisttccte tre ectiememen oan ee eeee 1183 1183 


Potalects cee eee £9395 | £9395 
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~ SOCIETY LIMITED. 


CENTRAI, GROCERY SHOP, Cy, 


£ L 
7980 | 7980 


POCO e meer errareesseseceseece 


BER onthe otha Sant tacaendecctnesilexseks 


POC ADIL AM Aco utr ctee kee ust cero tc oeeehc cn kdésicciic ens in ise 
15 15 

Rp ed er COMI Sete hore an cookin sncncassiceard seed ae, o6c ses 
1400 1400 


£9395 | £9395 
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An account similar to the foregoing can be prepared, and should 
be prepared, for each shop. A copy supplied to the shop manager 
will probably induce him to keep a more observant eye upon the 
items of expense; and in any case it is better he should work with 
light and see in balance-sheet form the results of his efforts, than 
work in the dark without knowing why the surplus one quarter is 
less than the surplus of other quarters. 


It will also be desirable in a society that has many branches in 
one department to prepare a composite statement for the depart- 
ment. In this statement the Trading Account of all the branches 
will be embodied. It may be prepared as the account on pages 260- 
261 is prepared, with the items of expense, purchases, etc., listed from 
top to bottom, and with columns running from left to right for the 
various branches. Combined with the column of each branch, a 
second column might be included showing both the ratio of each 
item of expense to sales and also the rate of gross surplus. 
Alternatively, a separate statement might be prepared to show this 
information, i.e., amount of each class of expense and functional 
cost, with the percentage relationship to sales for each branch. 
This information is essential to good management, though it will not 
necessatily be published. 


On pages 260-261 a statement embodying the Trading Accounts 
of the three grocery branches of the New Era Society, and the 
Trading Account of the grocery department as a whole, is given 
as an example. 


In addition to the summary departmental statement embodying 
the Trading Account of all the branches of that department, it may 
be desired to prepare, probably for publication purposes, a summary 
to include the Trading Account of each of the branches of all the 
distributive departments. Being intended for publication, only 
the functional totals will be included, and for this statement it 
will probably be more convenient to list the branches from the top 
of the page downwards and the Trading Account items from left 
to right. Assuming that we have been asked to prepare such a 
statement for the New Era Co-operative Society, to embody the 
results of the trading operations of the Distributive departments, 
whose transactions aie covered by the balance sheet prepared in 
previous chapters, that statement would appear as in the statement 
given on pages 262-263. 
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This statement can be published separately, or it may be amal- 
gamated in a statement embodying also the Trading Accounts of 
the Productive and Service departments; but if the combined 
statement is desired other columns will be required to record those 
classes of expense, stich as manufacturing costs and direct costs, 
which are to be found in the ‘Itading Account of a Productive or 
Service department but not in the Trading Account of a Distributive 
department. To Trading Accounts of Productive and Service 
departments we shall turn our attention in the next two chapters. 


260 DEPARTMENTAL AND BRANCH ACCOUNTS. 


Dy. GROCERY DEPARTMENT 
Central No. 1 No. 2 aoe 
Grocery. Branch. Branch. acest 
Department. 
i ie £ £ 
To Stock on hand to begin— 
1200 800 800 2800 
Mitac | Nt) soecucde: i peothn 1600 
Goods purchased, 
SHO PSaee cose sessesasacesaesfraesescantasvaracsadensces 4000 2200 2000 8200 
Warehouse, less Transfers to Shops . sae! ccanes Me WV) csksneon TN Baccenaee 400 
Goods: transferred (2. <.. 2.2. ssesedussweoeseescacressac 2000 1000 1000 4000 
ee Se eee eee 
GOODS AND STOCK CHARGES— 
Insurance and Interest on Stocks............- 32 18 18 68 
Interest on Credit Accounts fet 2 1 1 4 
Proportion of Warehouse Expenses 95 49 38 182 
Total Goods and Stock Charges ...... 129 68 57 254 
SELLING EXPENSES— 
Shop Wages coalens (620 325 300 1250 
Health and Unemployment Insurance ..... 10 5 5 20 
Workmen’s Compeusation Insurance ....... 5 4 3 12 
AG VET ISIN past dudenc-daseseesmeadaaestcamess esl ewonea, ON wate OW ciel nee 
Printing and Stationery ... ee 4 1 1 6 
Check Books and Sheets . 5 By |) eases 10 
Telephone Charges ........... 4 3 3 10 
Postages and Telegrams .. Perc meer tok eet Pesce S|) aera | ©) eococ: 
MEICONGES a peeaeapacecesaceeaseeea se nat 4 i 1 6 
Bad Debts and Reserves . ceded 52 26 16 94 
Goods for Shop UScs..sccccecassocaceveiicssmncss|| | | ieeseec | Sdn lusseeestn Nil) slNessccct ly it MuMmeetene 
Total Selling Expenses ..............+006 709 370 329 1408 
DELIVERY EXPENSES ..............ssceseeseeee 50 40 40 130 
LAND, BUILDINGS, AND FIXTURES 
CHARGES— 
Vex Ground IREMCS aa snccatecsscsancseecscceerecccacavell| | | feesscei mil Nl mmmceceseiimnnn(mumicees <1 mint ccna 
© gBUilding Rents. <, cccccesscecacenscceveccascecpascl|) | caccect) nl) NNN wceecec cn mmmnn|nnCeec sey nnn | ae 
y Interest on Land, Buildings, & Fixtures ... 16 8 8 32 
Insurance on Land, Buildings, & Fixtures. 2 1 1 4 
Depreciation on Land, Buildings, & Fixt. . 26 13 13 52 
Rates on Land, Buildings, and Fixtures ... 3 2 1 6 
* Taxes on Land, Buildings, and Fixtures ... 2 1 1 4 
Repairs on Land, Buildings, & Fixtures ... PN abcsae iI ecceec 2 
Painting and Decorating berrecenucate Salers Rho) sottcs “po egw | eas 
Cleaning, Lighting, and Heating 1 1 1 3 
Total Land, Buildings, and Fixtures 
Changesscccncserctersccudsivassncsecncces 52 26 25 103 
GENERAL CHARGES ALLOCATED— 
Office and Check Office Expenses ............ 60 30 30 120 
Committee Expenses Aeae 5 3 2 10 
Audit Expenses .......... cee 5 3 2 10 
Other General Expenses.......scc0sessscseoeseee 2 1 1 4 
MotaliGeneral'Charges*,ec.sccusseucceuss 72 37 35 144 
Totalecnccesn 8212 4541 4286 19039 
Balance—Surplusiceve.«sccuacvecaceverovasatncecnes 1183 268 103 1554 
£ 9395 4809 4389 20593 
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261 
TRADING ACCOUNT. Cr. 
Central No. 1 No. 2 aoe 
Grocery. Branch. Branch. D epartmca t 
£ £ 
IBYCSAIES sk: caccesvevsexs Rnenavser se ackcs ros ctesecucueces 7980 4000 3580 15560 
Transfers— 
(ay Trading Account .sn-c<ccisesecosecseeeses| secre | cesses | ese | neal 
(6) Investments Revenue and Final Rev. 
INOCOMMES) ceceees owes at cuca eee ns SESS Gaeensy MMe Me eseecen ON cavessy UM aceon 
le CapiralvAccotmipmemterteetrcevcsr ||  atats |) aie ON ers ee 
Dividends on Purchases... 15 9 33 
Trade Commissions...... oe coe TE)  Anascce RSE 2 oll on eee 
Stock on hand ..... 1400 800 800 3000 
WiaieHOUSeISLOCKermtarnsurctctccecectectrressall  aeccee sage ne 2000 


£ 9395 4809 4389 20593 
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DISTRIBUTIVE DEPARTMENTS 


| EXPENSES, 
| oe dae poe gerpisn Goo ds as ate 
* im ver 
DEPARTMENT AND BRANCH. | Waite Begin. | Transfers. ance ames, Bape 
| | Charges 
pee | —————s as 
; 
i oe - ie £ £ = 
GROCERY DEPT.— | | s 
Centrale ec scctonsnsm sense | 9395 1200 | 6000 129 709 50 
INOw!, Beanlellcnesvesssceseceas 4809 800 | 3200 68 370 40 
INO LAtlCleccecesscced assess ‘| 4389 800 | 3000 57 329 40 
WATE]O USE Lassen vas sites ctor | 2000 | 1600 400 mee ae ne 
i 
| aoe = 
Total Ghocery Department...|| 20593 | 4400 | 12600 254 1408 130 
DRAPERY DEPT.— | | 
Centralteroyscsaecstactennees 3100 1200 1500 | 33 252 10 
ING ele BTANCH ves tersisaressace 1992 800 900 20 161 5 
aa... 
Total Drapery Department...|| 5092 2000 2400 | 53 413 15 
| 
| 
| 
BUTCHERING DEPT.— | 
Central Rocca nabentes-sarnaoess || 3703 80 | 3000 3 233 
INO Ie Branchincicaecsnaes 2902 80 2000 3 190 
| ‘ 
Total Butchering Department) 6605 | 160) 5000 | 6| 423 
| Z o> Psa als! 
Total—All Distributive Depts. | 32290 | 6560 | 20000 | 313 | 2244 145 
\ 
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TRADING ACCOUNT. 


EXPENSES. SURPLUS. 
Dividend | Stock 
Land, TotaLt EXPENSES, ees Soe ri oa ne total 
di 2 ee ate an 
eee = 8S, seid Rate Amount.| per £ of || Transfers. ana ieade a fiemas 
Fixtures. Amount.| per £ of Sales. Commission} end. 
Charges Sales 
£ Pm emeanrserd. Pao fats dhe og £ FS) oe 
52 TZ VANOUZE2 6s | 1183 | 2 11} 7980 15 | 1400 9395 
26 37 541 | 2 84 268 4) 194! 4000 9 800 4809 
20 35 486 | 2 84 LOZ 5 ON 7. 3580 9 800 4389 
ade dy PE 233 2000 2000 
iin. | 
103 | 144 | 2039 | 2 74] 1554 | 2 33 |] 15560 | 33 | 5000 | 20593 
61 33 cobete) jhe sen) HR 11 Ot 1990 10 | 1100 3100 
40 15 241/|3 9 Sue | Ol ASE 1290 2 700 1992 
101 48 630 | 3°10 62) 0 44 3280 12 | 1800 5092 
29 33 298 | 1 8 325 | 1 94 3600 | 3 100 3703 
19 25 237 | 1 82 O85 5h 4 2 2800 2 100 2902 
48 58 935 | 1 8 S10) 2 10 6400 5 200 6605 
252 250 | 3204 ane 2526 Ay: 25240 50 | 7000 | 32290 
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SUMMARY. 


To secure efficient administration and supervision in a business with 
several departments or branches, it is necessary to prepare a Trading Account 
for each branch or department. 


The departments of a Co-operative Society are very varied in character, and 
the classes of expense are not uniform, e.g., compare a farm anda laundry. All 
departments, therefore, do not conform to the same conditions forthe grouping 
of expenses, and it is convenient at this stage to divide the departments into 
two groups—those departments whose accounts conform toacommon type and 
those departments which require special accounts differing from the common 
type. With approximate accuracy it may be said that the first group includes 
the distributive departments and the second group includes the productive 
and service departments. 


The starting point of all departmental accounts is the Departmental 
Expenses Book. Each department or branch is assigned a page in this book, 
and on that page its expenses are recorded both according to nature and 
according to function. 


This chapter is devoted to the Branch and Departmental Trading Accounts 
of distributive departments. The group headings for expenses and all the other 
items for the Trading Account have been outlined in the General Trading 
Account of the balance sheet explained in previous chapters, but in the 
Branch and Departmental Trading Accounts the amount of each class of 
expense is recorded according to its nature under its functional group heading. 
The necessary data are provided in the Departmental Expenses Book. 


Stock on Hand at the commencement and end of the trading period is 
recorded in the Stock Books; the purchases and inward transfers are recorded 
in the Goods and Expenses Ledger, which is posted from the Goods Purchased 
Book; the expenses are recorded in the same ledger, having been posted 
from the Departmental Expenses Book; the sales are recorded in the Sales 
and Income Ledger, which is posted from the Trade Receipts Book; and the 
dividend on purchases is also recorded in the Sales and Income Ledger. From 
these ledgers the balances of account are posted to the Departmental or 
Branch Trading Account. 


The Trading Accounts for all the branches of one department may be 
summarised in a departmental statement or tabular trading account, which 
shows not only the account for each branch but also for the department as a 
whole. It has to be noted that warehouse purchases and stocks affect the 
departmental account but not the branch accounts, and allowance must be 
made for this. 


Another form of tabular statement or Trading Account can also be pre- 
pared to include all the branches of all the distributive departments. The 
branches and departments are listed from top to bottom, and the items of the 
Trading Account—expenses in functional totals only—are arranged from left 
to right. In this account, also, an adjustment has to be made in the depart- 
mental totals for warehouse purchases and stocks. 


QUESTIONS AND EXERCISES. 


1. Prepare a Trading Account fora drapery branch, inserting figures of your 
own choice. 


2, Prepare a Trading Account for a grocery department with a central 
and three branch shops. Select your own figures for purposes of illustration. 
3. Prepare a tabular form of Trading Account for the distributive depart- 


ments of a society with four grocery branches, two drapery branches, and a 
furnishing department with one shop. 
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4. How are transfers treated in preparing a Trading Account ? 


5. Explain the manner of preparing a Branch Trading Account, tracing 
the items from their origin to the Trading Account, 


6. From the following data prepare a Trading Account of a grocery 
branch :— 


LOCK LOreU IIIS CEM eA memrar einen. weo 5 semen saad ac oaaane fences beth ia. 1000 
LOC Kat OUClilememeneetonc caret cctectcas desc sanammebeins wines coum Meee 1200 
WMPETE SOME GCG GES teens Gre veer ci aricce oe ok aa swasccate ren eaten ne 20 
WiC Brmeem ete Aseria osiee cissaicinaiisnectccistek sinusitis coe, cet hone ie ck 600 
Sundhyg sellin SEL; XPenSes \..ceces nase aeasksvoaveweesenccte. Hoses oteces 50 
Deliv Ry ee SPelloes Meera eee sceersesche hos teste minccne cccate ccccccuhd 10 
IRN ReCL AlKG LER ERY ¢ seo cake isa ae aie ore AR eek ee Daa 20 
PASTA Ce SLOCKS ea Concer wan enG on ee eee tome te ee 5 
BUM COM eneadecascemerctrarete cohort ce enone 10 

We prcciauions ull dines memes nee seeterteee ot ee eteeten mice 20 
HSEXCLILES Ges cemanencetee rere tee cee eae 15 

Cleaning wiachtinle wands Elcatin pumerpsctero einer aeel cntterne ence 20 
Sales Cashierecel vedas cauerta scot nter eres eccicusee eta 12000 
HEUTE ASCS IPN Sarenisctisnieece ce eecte meee oh seek ee Sock cee EEO ro ks concen nneeinese 9500 
vider srauteP it CHASES Apher scot e ren canc one tenn eiiun cee ee 10 
Generalelxpensesrallocated teraccdsce-coaiecncre tice seinen si cosntien onoeds 25 
Memiberse: Debts tor pegiticscearn sue sethecnneiins snare semcentesoonnes 100 
MMemperige We DES At EMG ener te nse eccte om tecc tree tice ieee ewan aee 120 
Bad Debts written off during period ..5-..c.c+-sccsedesndeosssdcawose 50 


7. Prepare from the following data a tabular form of Trading Account 
for the Distributive departments of a society with two grocery, two drapery, 
and one boot and shoe shops :— 


STOCKS TO BEGIN AND END— ih ih 
EZOCEEYA ONO le OHO Ds ane uta cadeinnicaencels ai qeaeewleseae sees 400 and 420 
Grocery ENO sc: QUOD cyssenadeanat ele sicecneseedacnteseccasns 360 and 320 
DHA peiay NOEL HSUOP eee wea slap stew cleeeisteneteeaecs seces Sees 500 and 600 
Wrapety Ae NOM yOUOP cin esseccetcenseacatonscancnes ecmcetoee 300 and 280 
BOO teat de SOS; NOME SHO Panes eisleesesaicienis ie sacticie nanos ete 400 and 360 

PURCHASES AND SALES— 

(SLO CETy NOM Ml SHOP nccatet see sine se saisiselerscilaisiatasicieiineiss 2000 and 2500 

ETOCE ay se NO reo SO Parsee ctisoele seis loistelen science esisleittere ei)ere 1800 and 2250 

DEAD CHYS wNO mt SHOP Wate senesossececie. J980000006 SBd SEBO IHC 1000 and 1400 

DEA petay IN Olea DUO Pi sep eietslacieacisossieieleseisiejcie sels aise csici 800 and 1100 

OO EMATICHNS HOS INO ww UNSUO P aageisislecieisesice sicielesiecisissisicsisioc.s 800 and 1100 
GOODS AND STOCK CHARGES— 

ETOCS Taye NO eal SO Pieces oastosmateisiolesisieistinietteras cirsisiss's s/eisiee 60 

Ciearedigy, (NOs 24 SIMOy eo) soc co ocooasnbadndondsdoadadadosnsbedceece 50 

NOTA Dea IN Oe Lan LO Pomasisteiaiselate steeleieer cco sinsisis cisielstcie ec 9 stele sia 60 

IDsreyDBIAy, INO, ZA SV}9) cogsdcoc oneoocnoonasonaanocoobodocuedoNe 50 

OG teatime SOC MING Alm SILO Dscemnieclesiiyeeeneaanecicececerl 40 
SELLING EXPENSES— 

CHOBE IN@s, Il SMO asdonnoooousSsoudeSscosoanonddegoonecsndor 130 

CROSSIAY, ING). PARSING 9) cos oonoscreqnasctLoncesoadbasdononesncn6 120 

IDkeeyseiey,, ING) TI NSICHS)’ ccogtcosenotancopencodaodedacesdancddedc 100 

IDeA, INO 2 Shilo} SechedobadsoodsnodesenadoodgcnedeoneododK 90 

Bootrandi shoes NO. SHOP s..csess-cccseneen ens ceeeeenens 70 
DELIVERY EXPENSES— 

Ciromdigy,, INO, WAS ies <aeoeb aco sn yd wHoOObenHeCOOUne SOUS 20 


(ESROCRINY, INO). Gh SION nde condaser ndoononendadoopondscosocc ce 15 
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LAND, BUILDINGS, AND FIXTURES CHARGES— 


Grocery, eNOn i SUOp nsncocc copa ctaastede rte asec crsene 60. 
Grocety, ING 2) SHO Daerectsnccseritnss tee ce steers teaeer ase 50 
Drapery; NOs Wi SHO pi ricesce sce sinsle sisters ateleisterecsenalejislecsiets 50 
Dra peri ENOn 21 OHO pl Marcle rolenieeisiiaeae aster tetsaeaawnsterict 40 
Boot-and Shoe Nos 1 Shop: .s4-cscessaresicss*soeccsienees 40 
GENERAL CHARGES ALLOCATED— 
Grocery eiNOe 1 SHOpyeca:.scs seas aecsst tne naee ten dete 40 
ExgoyesiaZ, Ney 74 S100) ocondeoceonondcon. ocospasopnesacbdanoood 30 
IBSEN sea INK). ASIST) Gono cepcanorconmeccmonunconuacenacasnae- 30 
Ig esay ING). 74 Siete) Soonooconopecodnatecsbubcoapanboan gnu 20 
Bootiand.Shnoem NOw 1 moO Daseuamtend reat ce areeemras 25 
DIVIDENDS ON PURCHASES— 
Grocery, NOM T Sho pices secsmncesonceateense= sop sas sesteseas 6 
Grocery, INO. 2 Sho pis. cc. cceeescereceiarectiacies sricteanse teas 5 
DFaApery,ONO7 MASUOPircanase-censcucteneteanee miteenececaae 5 
Drapery. wiNOn2 SOpitccc asses scscncanenmene esas sence 4 
Boot and Shoe; Now) ShOpccsessesssetessoerseeseeessces 4 
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CHOAPTER EX. 


DEPARTMENTAL AND BRANCH 
ACCOUNTS—continued. 


(2) PRODUCTIVE DEPARTMENTS. 


Productive and Distributive Departments Compared. 


HE accounts of Productive departments differ from those 
| of Distributive departments, principally because of the 
differences in the function of these departments. In the 
Distributive departments, the goods may be bought in large 
quantities and sold in small quantities; but the goods are essentially 
the same: there has been no change in their nature, form, or con- 
stitution. A commodity received as sugar will be sugar when it is 
sold; a commodity received as flour will be sold as flour. Ina 
Productive department, on the other hand, the commodities are 
changed in nature or form. Flour and sugar received at the bakery 
will leave it as bread and cakes. ‘The chief function of a bakery 
is to make the bread and cakes, whereas the chief function of the 
Distributive department in relation to the bread and cakes is to 
sell or distribute them to the consumer. 


This difference of function of the two types of department 
is reflected in their accounts. Whilst the principal group of expenses 
in the Trading Account of a Distributive department is the Selling- 
Expenses group, the principal group of expenses in the Trading 
Account of a Productive department is the Manufacturing-Costs 
group. In the Trading Account of Productive departments, for the 
purposes of the General Trading Account in the Standard Balance 
Sheet, the group of manufacturing costs takes the place of the 
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group of selling expenses found in the Trading Account of the 
Distributive department. So far as the selling of the products 
of the Productive departments is concerned, the accounting needs 
are met in most cases by effecting all sales through the appropriate 
Distributive departments, and the manufactured goods are trans- 
ferred to these departments from the Productive department at 
wholesale prices. Some sales, e.g., sales of by-products, may be 
effected direct by a Productive department, and any such sales 
should be entered as sales in the Departmental Trading Account, 
but they do not necessitate the separation of any expenses as 
selling expenses. 

At this stage we must notice two points which arise out of the 
statement just made respecting the sale of a society’s own products 
and their transfer from the Productive to the Distributive depart- 
ments. The first point is the necessity for the procedure indicated ; 
and the second is the price at which the goods are to be transferred. 


Separate Accounts for Productive Departments Essential. 

It will be obvious that in every well-conducted business, the 
results of the operations of each section should be known and 
tevealed by the accounts when the magnitude of these operations 
is important. If, however, the expenses of production and dis- 
tribution are not separated, e.g., in the case of bread baked by a 
society, it is not possible to say to what extent the trading results, 
favourable or unfavourable, are due to the good or bad manage- 
ment of the Productive department, or the good or bad management 
of the Distributive department. The bread trade, for example, 
is a trade in which the expenses of distribution are heavy, and 
quite distinct from those of production; hence the expenses of the 
two classes of process should be separately recorded; and the 
bakery should be considered a Productive department, transferring 
its bread at wholesale prices to the Distributive department, this 
latter department carrying the expenses of distribution. All 
expenses of distribution after the goods reach the shops should 
therefore be treated as Distributive expenses; and if the goods are 
delivered direct from the bakery to the consumer, the Distributive 
expenses will commence when the bread leaves the bakery. 
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The principle and method here enunciated will also be followed 
in regard to such Productive departments as tailoring, dressmaking, 
and millinery; but in these cases the distinction between Pro- 
duction and Distribution, and the necessity for maintaining 
separate records for each class of process, may not be so great, for 
the operations of the Productive section may be on a very minor 
scale. Only when production is clearly undertaken on more than a 
minor scale is a separate Productive Department Account necessary. 
If, for example, in a millinery department slight alterations are made 
to a stock article in order to meet the wishes of a customer, these 
operations can be considered incidental to the sale of the goods, 
and need not be separately recorded as productive. The same view 
can be taken respecting minor alterations to ready-made costumes. 
But where one or more persons are partly or wholly engaged in 
making hats or dresses, their operations should be recorded as 
productive operations and a Productive department account should 
be prepared, for the form of material is changed in these cases; 
and increased utility and value arise from the change. 


The Transfer Price. 

In regard to the price at which finished goods should be trans- 
ferred, differences of practice exist. We may again take the case 
of bread as an example. In some societies, a percentage of the 
retail price is credited to the Distributive departments to cover 
their expenses and the surplus for dividend. This method can 
be criticised on the ground that it cannot be equitable, since the 
amount credited will rise or fall with every rise or fall in the price 
of bread, though the expenses of distribution will not necessarily 
alter, whilst the expenses of distribution may vary when the price 
of bread (and therefore the amount credited to cover distribution) 
remains the same. 

A second method is to credit the bakery with the value of the 
sales after the expenses of distribution have been deducted. The 
income of the bakery is therefore reduced by every increase in 
the cost of distribution, whether due to inefficiency or to unavoidable 
causes, whilst the Distributive department gets no credit for 
economies effected in distribution. In the first case, the Productive 
“department appears to suffer unjustly; and in the second case, 
“the Distributive department fails to benefit from the improvements 


effected. 
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A third method is to debit the Distributive department with 
the bread at a price which just covers the cost of baking it. Any 
increase in this cost, whether due to inefficiency or other cause, 
reduces the surplus of the Distributive department, whilst any 
economy in the making of the bread increases the surplus of the 
Distributive department. A method which thus causes the surplus 
of a department to vary with the varying efficiency of a section 
over which it has no control can hardly be considered a desirable one. 


The only sound way is to credit the bakery and debit the 
Distributive department with the value of the bread calculated at 
the true wholesale price at the time of transfer. When this is done, 
both the bakery and the Distributive department can show their 
true surpluses; and efficiency in both sections can be better main- 
tained. What the true wholesale price may be at any moment 
it is not easy to say, unless it is possible to ascertain the price which 
other bakers in the district are charging to shopkeepers engaged 
in distributing bread to retail purchasers. Even then, the matter 
is not as easily arranged as might be thought possible, for there 
are differences in the quality (and therefore cost) of co-operatively 
made bread and other bread in the same district. Yet the per- 
centage relationship between local wholesale and retail prices, 
or the difference per loaf between these prices, may serve as a 
basis or guide to the co-operative manager or accountant. The 
wisest way of deciding this question would be for representative 
co-operative bakery managers and grocery managers to meet 
and prepare a scale of wholesale prices that would be equitable 
to both producer and distributor. Until such a scale is prepared 
upon either a district or a national basis, a conference of the bakery 
manager and grocery manager with, or without, representatives 
of the management committee could fix a fair transfer price in 
each society. Information respecting transfer prices in other 
societies would be a guide in fixing a price equitable to both parties. 


We have dealt with this subject at this stage because the 
accounts cannot be properly kept unless the office knows the 
price at which the goods are to be transferred, and we have con- 
sidered the case of bread and the bakery at some length because 
the latter is usually the most important Productive department 
of a society. 
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Some Productive Departments Require Special Accounts. 

The principles which apply in the case of a bakery account 
have application also in the case of other Productive departments, 
such as tailoring, dressmaking, and millinery, whose accounts 
conform to a fairly uniform type. Some Productive departments, 
‘however—e.g., a works department and a farm—call for a form 
of accounts varying in detail from the accounts of other Productive 
departments, though the accounts may be harmonised with those 
of other Productive departments for the purpose of the balance sheet, 
when this is prepared in the general form explained in Chapter XII. 


The Accounts of Productive Departments of the General Type. 
In this chapter we shall deal with the accounts of Productive 
departments of the general type, and deal with the special depart- 
ments later. As was explained in Chapter I., page 78, the detailed 
items in the Trading Account of a Productive department of the 
general type are as follows :— 
1. Goods, including inward carriage. 


2. Manufacturing Costs. 
Wages. 
Health and unemployment insurance. 
Workmen’s compensation insurance. 
Printing, stationery, and advertising. 
Cleaning, lighting, and heating. 
Oil and stores. 
Insurance and interest upon stock. 
Telephone and sundry charges. 

3. Delivery Expenses. 

4, Land, Buildings, and Fixtures Charges. 
Ground rents. 
Rents of buildings. 
Interest on land, buildings, and fixtures. 
Insurances on buildings and fixtures. 
Rates. 
Taxes on land and buildings. 
Depreciation on land, buildings, and fixtures. 
Repairs to buildings and fixtures. 
Painting and decorating. 

5. Various General Charges allocated. 
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If the foregoing are compared with the items in the Trading 
Account of a Distributive department, it will be found that there 
are several differences. ‘The Selling-Expenses group of the Dis- 
tributive department is replaced by the Manufacturing-Costs 
group in the Productive department, as mentioned above (page 267). 
The Goods and Stock Charges group of the Distributive depart- 
ment does not occur in the Productive department, the individual 
items when they occur being treated as Manufacturing Costs. 
Cleaning, lighting, and heating, which is a Land, Buildings, and 
Fixtures Charge in the case of a Distributive department, becomes 
a Manufacturing Cost in the case of a Productive department, 
where it would be impossible to separate the charges when gas 
or electricity are used for both power and lighting purposes, and 
when steam may be used for both heating and manufacturing 
purposes. 


Bakery Accounts. 

Having noted the general considerations affecting the prepara- 
tion of the Trading Account of a Productive department of the 
general type, we may proceed to the preparation of such an account, 
taking as an example the account of the bakery department of the 
New Era Co-operative Society, relevant data for which have been 
given in previous chapters. It may, however, assist the student 
if the items are briefly traced from their origin in the books to 
their final entry in the Trading Account. 

The purchases and inward transfers will have been originally 
entered in the Purchases Book, and the monthly totals or half- 
yearly total will have been transferred from that book to the Bakery 
Purchases Account in the Goods and Expenses Ledger. ‘The 
bakery expenses will have been entered first in the Trade Expenses 
Analysis Book and then in the Departmental Expenses Book. 
From the latter book they will have been posted in monthly or 
half-yearly totals to the Bakery Expenses Account in the Goods 
and Expenses Ledger, as previously explained (page 123). ‘The 
outward transfers will have been dealt with by debits to the 
Distributive departments through a Transfers Book (see page 102), 
and the total of the Transfers Book will have been posted to the 
credit of the bakery in the Sales and Income Ledger. In this 
ledger, dividend on purchases due to the bakery will also have been 
credited. 
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The Bakery Department accounts in the Purchases and Expenses 
Ledger, and in the Sales and Income Ledger, therefore provide 
all the data (except the stock items) required for building up the 
Trading Account of the bakery. ‘The values of the stock on hand 
at the commencement and at the end of the half year are to be found 
in the Stock Book. The commencing stock will agree with the 
stock at end of period in the previous Bakery Trading Account, 
whilst the stock at the end of the current period will be one item 
in the total amount of stock recorded in the General Trading Account 
for the current period. 


The Trading Account of the Bakery Department of the New Era 
Society, built up from the sources indicated, will appear as follows :— 


Dr. BAKERY DEPARTMENT TRADING ACCOUNT. Cr. 
£ £ reat £ £ 
To Stock on hand at commence- By Transfers to Distributive De- 
ment of period ............... 800 800 DABLINEHtsteeesr serene soos 4000 4000 
— », Dividends on Purchases ......... 20 20 
SAM URCHASES, cies crccesscvescesecseecce 3600 3600 ,, Stock on hand, December 3lst, 
— ai Sacre ae ec re cds 1200 1200 
», Manufacturing Costs— 
POR pathesncocpebasiisanes cee snes 320 
National Health and Unem- 
ployment Insurance ........ 10 
Compensation Insurance ..... 5 
LOS) hah aa ee sae 10 
BICATIN EP eavecvassessoboeonte peas 50 
Telephone Charges ............. 5 
Printing and Stationery.... . 10 
Interest on Stocks ............. 15 
Proportion of Warehouse Ex- 
IDEHSCSiross rw ech sieowtonotanace cs 30 455 
pe Delivery Expenses.}...:s.0-s.007-- 75 75 
, Land, Buildings, and Fixtures 
Charges— 
TRAE S enc encssencovesncvseSoverctiee 15 
Biresinsurance s,s. .0s0-.2s-+-<es 5 
Intereston L., B., & F........ 43 


Depreciation on L., B., & F. 73 136 | 


General Charges allocated— 
Office Expenses 23 
Audit Expenses 
Committee Fees 
DEEZ AHONS -.cccssccscnescssvates ul 
Other General Charges . 


” 


,, Balance—Surplus 


£5220 £5220 £5220 £5220 


Where a Bakery Department sells direct to the members with- 
out the intervention of the shops, the sales are entered on the credit 
side of the Bakery Department Trading Account as the transfers are 
entered above; and the expenses are entered on the debit side and 
will naturally be a part of the delivery expenses. 

s 
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Tailoring, Drapery, and Dressmaking Productive Departments. 

The Trading Account for the Productive sections of these 
departments will be prepared on the lines suggested for the bakery. 
Goods bought specially for production will be charged direct to 
the Productive department from the invoices, through the Goods 
Purchased Book. ‘Transfers from the Distributive department 
will be transferred at an agreed price. This transfer price will 
usually be the cost price plus a percentage to cover the Distributive 
department’s expenses in buying and stocking the material. These 
transfers will be debited to the Productive section, and credited to 
the Distributive department, through the Purchases Book, from 
the Transfers Book of the Distributive department and the transfer 
notes from that book. ‘The expenses of the Productive section 
will be treated as the expenses of other departments are treated, 
viz., from the invoices and transfer notes entered in the Trade- 
Expenses Book and then in the Departmental Expenses Book, 
from which the expenses according to nature and function will 
be posted in totals to the Goods and Expenses Ledger, whence the 
items can be transferred with the purchases and inward transfers 
to the Dr. side of the Departmental Trading Account. 


The goods made in the Productive department may be sold 
direct to the purchaser, but are more likely to be transferred to 
the Distributive department and sold by that department. Any 
direct sales will be credited to the Productive section in the Sales 
and Income Ledger from the Cash Book, and any transfers will be 
credited to the Productive section’s Transfers Account in the same 
ledger, in which book any dividend on purchases to which the 
section is entitled will also be credited. These accounts in the 
Sales and Income Ledger provide all the items for the Cr. side of 
the Departmental Trading Account except the stock. The value 
of the stock on hand at the commencement and at the end of the 
trading period can be ascertained from the Stock Book, and with 
this information the Trading Account for the Productive depart- 
ment or section can be completed. 


An outline of a Trading Account suitable for any one of the 
Productive departments covered by this chapter is given below. 
Any of the items which are not required for a department whose 
Trading Account is being prepared can, of course, be omitted. 
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Dy. PRODUCTIVE DEPARTMENT—TRADING ACCOUNT. Cr. 
To Stock on hand, July lst— abe By Transfers to Departments ............. ee 
Raw! Materials viwceucccteuscrcsascare 5p DIPOOE SAlOS: i. scrcecsscccesca ss sé 
Finished Goods ... eer »» Sales of By-products 
SOLS ahs cpu neviouwucnaeeetyabeesegeuhees = 


», Goods, including Inward Carriage... 


>, Manufacturing Costs— 
WP OS neececcdustacsewshenniecnesntyeaseis 
Health and Unemployment In- 
SULA Ged easmevasenceeen ceases scenere 
Workmen’s Compensation Insur- 
UCC aracansenceccciee ss ciececaceesrestcns 
Insurance and Interest upon 


Packing) Materials:. sc. ccessnescstnsces 
Printing, Stationery, and Adver- 

tisin 
Cleaning, Lighting, and Heating 
Oil and Stores 
Telephone and Sundry Charges... 


; Land, Buildings, and Fixtures 
Charges— 
Ground Rents 
Rents of Buildings 
Interest on Land, Buildings, and 
PIR CSwecrs score ence ere aceran sevens 


tures 
Rates 
Taxes on Land and Buildings .... 
Depreciation—Land, Buildings, 

and Fixtures 
Repairs to Buil 

MULES ects caicssccccecscnsenc 2 
Painting and Decorating .. 


», General Charges allocated, propor- 
tion of— 

Office EXPeNSeS.....-:cscsrs<sa0rc0se0. 

Check Office Expenses .. ae 

Committee Expenses..... 

Audit Expenses 

Other General Expenses 


» Balance—Surplus............-.:-s-e-0e-+ 


£ 


»» Stock on hand, December 3lst— 
Raw Materials 
Finished Goods 


oe ae 


£ 


In a society with several Productive departments, a Summary 
Trading Account may be prepared on the lines suggested for 
Distributive departments in the previous chapter (see pages 262 
and 263), but with the necessary alterations in the column headings. 


This concludes the explanation of the departmental accounts 


of the general type. 


different requirements will be explained in a later chapter. 


The accounts of departments with rather 
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SUMMARY. 


The accounts of Productive departments differ from those of Distributive 
departments, principally because of the difference in the nature of their 
operations. The former departments change the nature or form of com- 
modities, the latter do not. In the accounts of Productive departments a 
group of items collected under the heading of Manufacturing Costs replaces 
the Selling-Expenses group of the Distributive department. Included in 
Manufacturing Costs are cleaning, lighting, and heating, which appear in a 
Distributive department’s accounts as Land, Buildings, and Fixtures Charges. 
The group also includes the items which appear as Goods and Stock Charges 
in the Trading Account of a Distributive department. The selling of the 
products of a Productive department is principally effected through an 
appropriate Distributive department, to which the goods should be transferred 
at wholesale prices. 


Various methods are at present employed by Co-operative Societies to 
allocate to the Productive and Distributive departments their respective shares 
of the final selling prices, but most of these are, for various reasons, unsatis- 
factory and should be replaced by the method of charging wholesale prices. 
In the absence of any other basis for determining this price, the bakery 
manager and grocery manager, with or without the collaboration of members 
of the committee, should fix the transfer price of bread by agreement. In 
the case of transfers in other departments, the transfer prices should be 
fixed after similar consultation between the managers affected. 


The distinction between Production and Distribution is not clearly 
marked in some departments, and the production is often of minor 
importance. Where alterations or small operations incidental to the sale of 
goods are carried out, there may be no need for a separate Productive 
Departmental Trading Account; but where one or more persons are partly 
or wholly employed in producing things for sale such an account should be 
prepared. 


The items for the Departmental Trading Account are found in (1) the 
Goods and Expenses Ledger, (2) the Sales and Income Ledger, and (3) the 
Stock Books. From the accounts in these books the Trading Account of each 
Sheen department can be made out as shown in the example given in the 
chapter. 


The accounts of some Productive departments do not conform to the 
general type, at any rate in detail, and these accounts will be dealt with in 
a later chapter. 


QUESTIONS AND EXERCISES. 


1, Why and how do the accounts of the general type of Productive 
department differ from the accounts of Distributive departments ? 


2. What is the difference between the arrangement and classification of 
the items of expense in the Trading Account of a Productive department 
and the Trading Account of a Distributive department ? 


3. Trace the Trading Account items of a Dressmaking (Productive) 
department from their origin to the Trading Account. 


4. State and criticise the principal present and suggested methods of 
apportioning the sale price of bread between the Productive and Distributive 
departments, and explain the method you consider best, and why. 

5. Prepare a Trading Account for a Bakery or Tailoring department, 
selecting your own items. 


_ 6. Copy in blank the Trading Account for a Productive department as. 
given on page 275, and explain the source from which the amount of each. 
debit and credit would be obtained in preparing the Trading Account. 
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7. From the following data prepare the Trading Account of a Bakery :— 


HUT CHASES Metneeene ee seme ieee ees Cmte nce eeiasin: Sonos sauwech cosine cane 7000 
@ubwardeiratchers mecrtee rs wexceonccsenem cree eeetne snc tins anu ocebecewac cans 7500 
PELE STROM SCO Chomeetties peter eats teh oe et lstascsice ssa since onesie nes smehs 6 
VSO Se rectecteneenineniseet sc eist cise snurise tic stesee secs n once: teeitnisesuecde 200 
HealthyandgUmemployinent Insurance scs..-cencqeceececiesecesesssoent 6 
COMMPSN Sati OLIN STRAT CO kere re neem oct wreineis see elec raseh neinetescoiis cial vee 4 
SEATIONE taygmerer ec eee cee dal tect neat ceeeeee ds Bochalee chemaneneubanceban sce 4 
eLelep Oren kta LO CGE oe renee taeeee re see oe ce ate te atic stitw se ceiet ssteasaduscwoe 2 
GLOUNCREM tapetnneceecste cesta sets cmeeee cea rene tactee ccuenis ines secon 5 
IniterestionmyanG wbiuldings and) Pictures ccna seseteeeeccmecess ste 10 
Depreciation on Land, Buildings, and Fixtures ..........-.......0000+ 15 
OMiceeE XPENSESe aeses ve reesee sce. ARs Mee eRe coins ceca uatincetirecdaee 6 
Ware HOUSetly XPCNSES anus vacacnsecceeauchens scleceers. nee eanibsseneet estes 7 
PAINE PTX PEUGCSn actaice see csi saeisn ect otecmeme cee ease ce anaieere cence a sinietins 1 
COnITSHTTE See XPENSES) scence: secon sor tammssteciecncs cactaiesiies act vss Stone's 1 
Sleaninjoeiiphiting and Jdeatinig sca: ceceerssoctees ee oe bah vedananeae een 50 
REG PALES Mereetese we leie sitsje sols os vin s ein x otetne ccis es Scicaislsjee states sia ba stavelie aisuindtsy 20 
AUS SMe ter etere ee asin sine aievctelele terete cclorctarsin eisai tiseinndars wbiclersrolatevotermaintie <i 10 
Ding omdmo net CHaSe Se sea cie) ator che clase mas eoeel ecosae aches eisnieacieneieiee 10 
Stock on hand— 

IN(e (Sopra basleys(espones Uh Loon agnc Stace pecone dooiee Soe ADE oer GEES O NCEA SANS OAM ccs 200 

BRUM CIN arses ale ateter a tele 0 sido shete's Siam inio vee clap Te eheis Ae eine ae ocince wyainisiait siesinineis o6.5ic18 250 
Wietivenyal XPellsesm(cO SHOPS waseereaascees eee ttens ecsmeie eles fonesale cts 30 
Oilgands stores purchase dicen. semsscei sense eee ee sees re auseaesao ecules 20 
\WYy LIER) Ore PG Sn oSacn bocce aces scoDae Leno aueesae wabodsAsasadddeoge ssonuocoons 10 
PApet OLE Tap PIN OP BLA Ciaseusa pase lana nes se eeiiice aearctslemaitrewsiscaaens 20 


8. From the following data prepare the Trading Account of a Tailoring 
department (Productive section) :— 


£ 
Clognmand  Materntalsibomsits anemceescmemscestarci-tacede caelses(ieteeelacieeis leo 300 
i a transferred from Distributive Department... 200 
\WYBRES), oéoceoosenccsooodndo0 A0000Uda0cb0cedon BouonUeqwoopcAdacuBeconondadodcobads 200 
Health and Unemployment Insurance .......000-2-:ee seers eres eee eeees 5 
Compensation MSUTAaNnCS.. 2. swcsee cee cence sas cence sens se/s/eeis sieeve eieleisieleiee 3 
HG UEATICE ALIPO I SEO CK cassce mele sierlete «neem oie ria ielas « ns erin sslajela)ole eleleleieleleisele\ee 3 
PNET ES GOL PIO EN SEO Caters ts elo ols ot aleis oelolelojesieis vielen e's a)el-l lsiesrelojeje/0 sejn/aloe)<is'10)6\0016 5 
Cleaning, Lighting, and Heating ..............0:.eceeeeeceee nese enees ones 10 
Risen Ol CCS mapas aiseisis rsicis selaeise say one) eleieleaisloir cleo cine enieisiasioinesieaieisinjloaaicte 50 
Meprectatiom Of MaChINEHY .....seedecsssesesresmesete ciate reece ss seseeveeee 30 
Transfers to Distributive Department ..............-.eeseeee sees ee ee en es 650 
Dantd endvot PUCHASES emcee bas eoce ue sos caret s eee sale ecnesaeeesele snr cisieas 5 
Stocks to begin— 
Hee AVaeN A Leaiall Smmecretnraseses aeclneecmia tel aaruisine oviricisn [4108 ve sine celrllsiniseuins 150 
MIG He Cl GOOU Ste csenter se scenicnerro cnet -seees arecisie ors mu emencisasee sions 50 
Stocks at end— 
ea vme lea Leia Su eieteioare aeteisisis stot Meiiyre sie siecle siniwis cise palrivielsie\nieelstnivesivicieies 180 
EMMI Site dG OOUSeceee serene rate nipne seisielesaet soc ia esac sslemeceaeseusensesiee 40 
General Charges allocated..........scsceceeececeeererseteeeeeeneneaenenenens 20 


How will the foregoing transactions affect the recorded Purchases and 
Sales of the Distributive section of the Tailoring department ? 
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CHAPTER XVI. 


DEPARTMENTAL AND BRANCH 
ACCOUNTS—continued. 


(3) SERVICE DEPARTMENTS. 


Service Departments and Productive Departments Compared. 


EFORE discussing the accounts of Service departments it 
may be desirable to explain the nature of the operations 
of these departments and the difference between them and 

Productive departments.* In the case of Productive departments, 
raw materials, or materials that may be classed as manufactures, 
are carried to a final stage of manufacture to meet the needs of 
consumers. ‘The materials change their constitution or form. Flour 
becomes bread; cloth becomes a suit of clothes. Production will 
also cover certain processes, such as slaughtering, which prepare 
goods for sale without altering the essential nature of the material. 
These processes merely continue the previous processes of pro- 
duction in preparing some material or commodity in the form 
required by consumers. 


In the case of Service departments nothing new is created. 
There is no change in the constitution or form of matter. A window- 
cleaner performs a service, he does not assemble material and 
produce something which is different in form or nature from what 
existed before. A hairdresser renders a service and so does a 
motor driver. Some classes of labour may at one time be engaged 
in production and adding to the value of something, and at another 
time be merely engaged in maintaining that value. ‘hus a brick- 
layer engaged in building a bakery, and a painter engaged in 
painting it, will be engaged in production and adding to its value; 


* We are here discussing the subject from the point of view of the accountant. To the economist, 
the labour of the hairdresser and the shop assistant would alike be classed as productive, part of the 
chain of processes which supply a need of the community. 
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but when repairing it or repainting it they are merely maintaining 
its value. When engaged merely in maintaining or restoring a 
previous condition or value, the department will usually be a 
Service department. A Laundry and a Boot-repairing department 
will for these reasons be considered Service departments. In 
general, the income of a Service department is derived from charges, 
whilst the income of a Productive department is derived from sales. 


Some Service Departments of a Co-operative Society. 

Some departments of a Co-operative Society, such as a hair- 
dressing department, a window-cleaning department, or a transport 
department, are clearly Service departments, although their 
services, e.g., those of a transport department, may ultimately be 
an expense of a Productive or Distributive department. The 
department of itself is a Service department. Other departments 
stand on the border line. A works department, for example, is both 
a Productive and Service department, and may be classed as either 
or both. As it is in most cases, in a Co-operative Society, engaged 
on service work rather than production, we propose to include it 
with the Service departments. A laundry is a Service department, 
and so is a boot-repairing department ; and an undertaking depart- 
ment can be most conveniently treated as a Service Department.* 


The Functional Grouping of the Expenses of Service 
Departments. 

We have indicated the difference between Productive and 
Service departments for the enlightenment and guidance of 
students who will require to know how these two types of depart- 
ment differ; but the necessity for differentiation will not often 
arise in practice, since Productive and Service departments are 
grouped together in the General Trading Account of the Standard 
Balance Sheet. There is, however, a vital difference in the grouping 
of certain of the expenses in the two types of department. In the 
Productive departments the expenses of the Trading Account are 
classified both in the books and the balance sheet under the functional 


* A dairy engaged in making butter, etc., can be most conveniently treated as a Productive 
department, but the mere pasteurising or sterilising of milk may be. treated, like the cleaning of 


currants, as auxiliary to distribution and neither as a Service department nor as a Productive depart- 
ment, but a part of a Distributive department. For dairy department see Chapter X VII. 
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group headings of Manufacturing Costs, Delivery Expenses, Land, 
Buildings, and Fixtures Charges, and General Charges Allocated; 
whilst in the Service departments the expenses are classified under 
the functional group headings of Direct Costs, Delivery Expenses, 
Land, Buildings, and Fixtures Charges, and General Charges 
Allocated. 


The expenses included under the functional group headings for 
a Service department of the general type are as follows :— 


1. Drrect Costs— 
Goods and stores. 
Wages. 
Health and unemployment insurance. 
Workmen’s compensation insurance. 
Printing, stationery, and advertising. 
Cleaning, lighting, and heating. 
Insurance and interest upon stocks. 
Telephone and sundry charges. 


2. DELIVERY EXPENSES— 


3. LAND, BUILDINGS, AND FIXTURES CHARGES— 
Ground rents. 
Building rents. 
Interest on land, buildings, and fixtures. 
Insurance on buildings and fixtures. 
Rates. 
Taxes on land and buildings. 
Depreciation on land, buildings, and fixtures. 
Painting and decorating. 


4. GENERAL CHARGES ALLOCATED— 
Proportion of — 
Office Expenses. 
Check office expenses. 
Committee expenses. 
Audit expenses. 
Other general expenses. 


The General Form of Account for Service Departments. 

There are wide differences between the operations of the 
different Service departments, with consequent differences in the 
nature of their expenses. ‘These differences in the nature of their 
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expenses are reflected in the rulings and headings of the pages in 
the Departmental Expenses Book. ‘The specimen ruling given on 
page 85 will meet the needs of some departments, but the needs of 
each department will require to be separately considered. ‘The 
_ Standard type of ruling given in Chapter V. (page 85) will meet 
the needs of the laundry, window-cleaning, and hairdressing 
departments, though an expansion of the number of columns under 
some of the functional headings may be desired by some societies, 
and this will affect the list of items given on page 280. For example, 
in the case of the laundry the Goods and Stores column may be 
substituted by two or more columns in order to show in greater 
detail the expenditure upon different classes of material, and the 
Delivery Expenses column will require to be headed “ Collection 
and Delivery Expenses.’ In the case of the hairdressing and the 
window-cleaning departments, the column for delivery expenses 
will not be required; but other columns may be introduced if there 
is a desire to show the expenses under the functional headings in 
greater detail than is provided for by the specimen page illustrated 
in Chapter V. These variations, however, do not interfere with 
the functional grouping or with the possibility of useful com- 
parison of the expenses of different societies. 


The Laundry Trading Account as an Example of the Type. 

The laundry department page in the Trade Expenses Book—if 
we take the laundry as an example of a Service department—will 
be entered from the Trade Expenses Analysis Book and the columns 
will be duly totalled, the totals of each expense and group being 
posted to the appropriate account in the Goods and Expenses 
Ledger. These ledger accounts will be closed at the end of the 
trading period by transferring the balance of each account to the 
Laundry ‘Trading Account in the Private Ledger. The cash 
receipts of the laundry, adjusted if required for debts owing at 
the commencement and end of the period, will be posted from the 
subsidiary cash book to the credit of the laundry in the Sales and 
Income Ledger, and the balance of this account at the end of the 
trading period will be transferred to the Laundry Trading Account 
in the Private Ledger. The inclusion of the value of the stock at 
the commencement and end of the period will complete the entries 
for the Trading Account, and the balance—surplus or deficiency— 
can be inserted and the account totalled. 
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A detailed Trading Account for a laundry or other normal 
Service department might therefore take the form shown below. 
Such a detailed account should be prepared for internal purposes 
even if it is not required for publication, whilst for publication 
purposes the summary form given on page 283 might be employed. 
Whether separately published or not, the Laundry Trading Account 
will, of course, be combined with the accounts of other Service 
departments and Productive departments in the Society’s General 
Trading Account, as exemplified in the Trading Accounts of the 
New Era Society, given in Chapter XII. and Appendix XI. 


DETAILED TRADING ACCOUNT IN BLANK FOR A NORMAL 


10%% SERVICE DEPARTMENT. Cr. 
es | £| é 
Me! Stocks ow handatc..srecscsenereacecensee IBY (Char Pes @ sc s.sceoessaas<-deve.scscesedvewacs! | 
,, Direct Costs— ——| ga woeoCK.On: Land: 2.0.22, easeeneasies | 
GOOdS ANG StOEES) creccwenccreecerc-cees | 
IW ABest re- sarap scsecas acs scum ccerencrens | } 


Health and Unemployment Insur- 


Printing, Stationery, and Adver- 
{fiSIN Ei Cecncsecvaecswanctw easter fasesrean: 
Cleaning, Lighting, and Heating... 
Insurance and Interest upon Stocks 
Telephone and Sundry Charges...... 
£ 


gs Delivery. Expenses oo <-conewecconssreasns i 


» Land, Buildings, and Fixtures 
Charges— 
Ground! Rents .cscccc..<-ecosesootenee ses 
BGiidingPRENES!S feconecssoseesvaeacenss 
Interest on Land, Buildings, and 
UxUiieS or espcesaeeccestinnvenes evetbons 


DUNC ie ctuncanineceecites anieeieriass «(Savon 


Taxes on Land and Buildings...... 
Depreciation on Land, Buildings, 
ANG PIXtULESy. wabcasoesnisanceecres ce 


,, General Charges allocated— | | | 
Proportion of— | | 
Office Expenses ....... 

Check Office Expenses 
Committee Expenses ... 

Audit Expenses! <2... cvereesces ag 

Other General Expenses .......... 


OTA weseancraaemecse nays ners. f 


* Separate entries may be made for charges to the society’s departments and to other persons. 
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SUMMARY TRADING ACCOUNT IN BLANK FOR A NORMAL 
1D. SERVICE DEPARTMENT. Cr. 


alee S 5 I 4s 
Monstockion\hand at cosreweneorteocunescasee By CHAR eS.sracs aoc de seucc evn dees teeduewnens 
PP DITO GU COSTS cee ceeat ree tcusnetecencerosede ppotock-on hand at (rc... cnesmneecenamebaens 
Fm Delivery EXPENSES: so .ccscesseacteenseseees 


» Land, Buildings, and Fixtures 
Charges: Scssesosceveces cece tse eeces ssc oseus 


», General Charges allocated ............... 


ps -alance—Surplus: <..csccccssscsaccsssuees 


The Accounts of the Transport Department. 

A transport department is to be found in most societies, and 
for this reason it may be considered the most important Service 
department we have to discuss. This Service department has 
operations and accounting needs rather different from other Service 
departments, and we shall therefore devote most of this chapter 
to the accounts of the department. Twenty years ago the accounts 
would have been simpler, for motor vehicles did not play the part 
they play to-day in the world of transport. To-day, the accounts 
of a transport department must provide for both horse and motor 
transport, as well as for transport by hand-propelled vehicles.* 


The Motor and Horse Sections. 

Where the society is a large one and both motor and horse 
transport are important, it is desirable to record their expenses 
separately. A page for each class of transport will be opened in the 
Departmental Expenses Book and the two pages will be ruled as 
shown on pages 288 and 289. Where the complete separation of 
horse and motor sections is not required, the direct costs (but 
not the other expenses) of the two sections can still be kept separate 
if desired; or in the accounts of smaller societies where men may 
be employed in both sections merging may be preferable, for the 
wages and certain other expenses need not then be allocated between 
the two sections; but, in any case, the expenses of both sections 
falling under the headings of Land, Buildings, and Fixtures Charges 
and General Charges can be merged. 


* e.g., Delivery of milk by hand barrows. 
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Entering the Departmental Expenses Book. 

The Departmental Expenses Book will be entered up in the 
usual way from the [rade Expenses Analysis Book, which will 
have been entered up from invoices received, from transfer debit 
notes from other departments, and from the Journal (for interest 
and depreciation charges, etc.). The column totals of the Depart- 
mental Expenses Book will be posted to their appropriate accounts 
in the Goods and Expenses Ledger, and the balances of the accounts 
in that book will be posted to the Transport Department Trading 
Account in the Private Ledger. This account will be merged with 
the accounts of other Service and Productive departments in the 
General Trading Account, and may also be printed separately. 
A complete account is shown on pages 288 and 289, following an 
explanation of the building up of the income side of the account. 


Allocating the Charges to Departments. 

The work undertaken by the transport department may be for 
other departments of the society, or it may be for members or other 
persons. The work other than that undertaken for the depart- 
ments has lately increased, a number of societies now organising 
a service of motor vehicles for pleasure parties. In order that 
correct charges to departments and others may be made, it is 
necessary for the transport department to keep records of the 
way in which the time of each employee of the transport depart- 
ment is employed. 

In some societies the cost of the transport department is 
allocated to the Distributive and Productive departments in a very 
rough and ready manner; but in other societies the transport 
department is quite rightly treated as other departments are 
treated, and an Income and Expenditure Account is prepared. In 
the latter societies a commercial charge is made to the depart- 
ments for services rendered, and the total of the charges made 
constitutes the income of the transport department, against which 
the expenses are set; and a balance—surplus or deficiency—on the 
operations of the department is then shown. ‘This is the best 
method. The manager of the transport department has then an 
interest in keeping down the expenses of his department, and the 
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results of his efforts are shown by the ‘Trading Account of the 
department. At the same time, the departmental managers, 
receiving their debit notes for transport services weekly, realise 
more effectively what these services are costing them, and are 
more keenly alive to the necessity of avoiding the waste arising 
from vehicles being kept standing or sent on trifling or unorganised 
journeys. 


In small societies with one or perhaps two vehicles, which, 
like the departments they serve, are constantly under the eye of 
the general manager, it may be sufficient to debit the transport 
department with all costs and then allocate the total cost among 
the departments according to services rendered, without attempting 
to show a surplus or deficiency, as shown by the Transport Depart- 
ment Trading Account on pages 288 and 289. An account for 
the transport department should be prepared even in this case 
and merged with the accounts of other Service and Productive 
departments in the General Trading Account, though the income 
and expenditure of the Transport Department Trading Account 
will, of course, agree in total. 


The Income of the Transport Department. 

Assuming conditions calling for a Transport Department Trading 
Account that will reveal the economic results of the operations of 
the transpert department, we may now turn our attention to the 
records of income. So far as work is undertaken outside the society 
the cash receipts can serve as the basis, but these will require to be 
adjusted for debts owing at the commencement and end of the 
trading period. The transport department will send to the office 
daily a record of work done and a statement of any cash received 
or paid out (e.g., cash received by a charabanc driver or paid by 
him when on a journey); but as far as possible all payments should 
be made to, and by, the office. The daily records and statements 
supplied by the transport department and office will furnish the 
commencing entries for the Cash Book and for the debits to the 
departments, the totals of the cash receipts and the transport debit 
book furnishing the credit entries for the Transport Department 
Account in the Sales and Income Ledger. The balance of this 
account at the end of the trading period is carried to the Transport 
Department Trading Account in the Private Ledger. 
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TRANSPORT 


Stocks Onl Maw cecwrisenu vane ence eweswd suiecaesiscnnectanenssinenceamaadiesedmels olesisen 


(a) Direet Costs — ; —— 


Motor SECTION. 
Prime Running Costs— 
Wages (including Insurance)— 
(@) Motor Drivers ..0..0.-0.0s-esceeseeneseecescesccsrecncsennee 
(b) Garage Attendants 
(c) Other Men ..... % 
Petrol and other Fuel.. anes 
Carbine palsy aete cea y cementation cortereenalee ie eee eee 
EB WECSt aresecaedites a 
INCGCESSOTIES hasetianecacs pece tose asad done udeconeaes Were aceoeeteee sores | 


WO CAM fresesesseacpassteeaes dees sensdaenemantecerer ee. £ 
Supplementary Running Costs— 
Interest, onl Cars lis ces iar senas-ceeteeeoanee Joaeee sasencareaerest 
Insurance on Cars ...... 
Depreciation on Cars .. 
Licences and Duties ... 


Horse SECTION. 
Running Costs— 


Stablemen ... 
Other Men.... 
HOME cece nesceecccsace 
Straw and Bedding .. 
Repairs to Vehicles) <2 <cc.cccccessskacsss 
Harness and Equipment Renewals 
Veterinary Expenses ..... 
Other Running Costs 


ADO Call eecencata cape cents ae-oeeonsneuaese ater sens £ 

Supplementary Running Costs— 
Gniterest om VebiGles yori... << cehlonntecndccn deine vateceseuomma dest 
Horses 


af IELQESES tse caroroueuatausscancarencerwaaeweccewsee: 


ALL SECTIONS. 
(b) Land, Buildings, and Fixtures Charges— 
IROMES G5. coneswunedansnenaetes sanciiocnceerecccacs asus ddvenceceasecaiecur ser! 
Interest on Land, Buildings, and Fixtures.. 
Insurance on ae and Fixtures ..... 
Rates hapeaarcaeveage simeoner ec cease ceckumeeaee 


Depreciation on Land, Bulines, and Fixtures. 
Repairs to Buildings and Fixtures.c.sccceseseeees 
Painting and Decorating ............. sae 
Cleaning, Lighting, and Heating ............. sesjnetews 


Cex PENSeS) so sccavansceventan eu aiecencsencocsenraauceees weeces 
Committee Expenses ... meee 
Audit Expenses ............ s3a8 
Other General Bxpenses:aiisccsssc-s cece cvouncetecteasaeccseorenere 


d. fe 


Ss. 


d. 


—— 
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DEPARTMENT ACCOUNT. 


Charges made to— 
Grocery Department 
Butchering 
Drapery 


Charges made to— 


Grocery Department 


Butchering 
Drapery 


” 
” 


Moror SEcTIon. 


Horse SECTION. 


289 
Cr. 
s d, 


« 


290 


DEPARTMENTAL AND BRANCH ACCOUNTS. 


Where the Departmental Account is 
TRANSPORT DEPARTMENT 


EXPENSES. iG s. | d. £ 


Ss. sd: 


Stock on hand 
Prime Running Costs 


General Charges allocated 


Horse SECTION. 


Stock on hand 


General Charges allocated 


Motor SEcTION. 


Supplementary Running Costs 
Land, Buildings, and Fixtures Charges 


Prime Running Costs ........ 
Supplementary Running Costs 
Land, Buildings, and Fixtures Charges 


Balance (Surplus) to Trading Account 


The Trading Account. 


Where separate trading accounts are required for motor and 
horse sections, separate ledger accounts for each section should 
be opened in the Private Ledger; but the account may be prepared 
in two parts as shown in Appendix X. With the inclusion of 
stock on hand at the commencement and end of the trading period, 
the ‘Transport Department Trading Account can be completed 
and will appear as shown earlier in this chapter (pages 288 and 289), 
or in two parts as shown in Appendix X. The Transport Department 
Account should be prepared in one of these forms for internal 
purposes, and if published in the balance sheet may be published 


in the same form, or it may be published in the summary form 


shown above and in Appendix X. It will, in any case, be merged 


with the accounts of other Service departments and the Productive 
departments in the General Trading Account of the balance sheet, 


and its separate publication is a matter to be decided by each 
society for itself. 
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published it might appear as follows :— 
SUMMARY ACCOUNT. 
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EARNINGS. 


Motor SEcTION. 


Charges made to Departments ..........ssscsssesccecessvescoseeecessevens 
PElvate pike wectetesaeecss senses shackessssesesscrseeasces 


” = 3% 


TO CIO TAT Ce ACCT MeN eee RES es nO. Seed oh Bh ant ei: 


Horse SECTION. 


Rear eesumade tO) We PAL CMEH tS ntncshessnschccsecedecesevieserssednererseesss | 
Peivette Etre een peso smc maciedy focustaseseadercesern swans 


” ” 


Repuese dere yeanl CVATIEY Geenietecnisiscivepamslniecelsiaccc sisi csinslns duiedieSsica'es.aaainsjsiawions tise 


Balance (Deficit) to Trading Account .......secssceresercesereescesacenes 


Summary Trading Account for Service Departments. 

If it is necessary, a summary or tabular trading account, to 
include all the Service departments, can be prepared on the lines 
suggested for Distributive departments in Chapter XIV. The 


following form would be suitable :— 


SERVICE DEPARTMENT—TABULAR SUMMARY TRADING ACCOUNT. 


) 


EXPENSES. | 

Total | : | Sur | Charges| « 

ne Stock Land, plus fea Stock | Total 

DEPARTMENT. D to | De- | Build- or biter at Cr. 

It T. | begin.||Direct| livery | ings, & | General Total De- livers end. | Items. 

oan Costs.) Ex- Fix- |Charges. *| ficiency. ; 

penses.| tures 
Charges. 
£ £ £ if £ £ ib £ s is f 


Landry? sca. 
Hairdressing ... 


Window-ciean- 
LSE tonieia cau nants 
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We have now reviewed the accounts of the normal type of 
Distributive, Productive, and Service department; and in the next 
chapter we shall review the accounts of certain special departments 
which differ from the accounts of the normal type of department. 


SUMMARY. 


Service departments differ from Productive departments. In the former 
a service is performed but no change in the form or nature of material results, 
e.g., in a laundry, window-cleaning department, hairdressing department, 
transport department. In a Productive department the form or nature 
of material is changed—some new form of utility is created. The income 
of the former class of department is usually derived from charges, whilst in 
the latter it is usually derived from sales. 


Some departments are on the border line, e.g., a works department, which 
in some of its activities operates as a Productive department, and in others 
operates as a Service department. It will be convenient to classify a works 
department as a Service department. An undertaking department, also, can 
be most conveniently treated as a Service department. 


As the operations of Service departments vary so much in nature, the 
nature of their expenses also varies, and the columnar headings for the 
various departments in the Departmental Expenses Book, as well as the 
detailed items in the full Departmental Trading Accounts, will have to be 
arranged in accordance with these differences. Nevertheless, the same 
functional group headings can be adopted for all Service departments. They 
ate: Direct Costs, Land, Buildings, and Fixtures Charges, Delivery Expenses, 
and General Charges Allocated. 


An approximately similar list of items of expense will meet the needs 
of the laundry, hairdressing, window-cleaning, and boot-repairing depart- 
ments; but the transport department calls for a different list of items under 
the heading of Direct Costs, though the list of items under the other functional 
group headings will be the same as for other Service departments. The accounts 
of a works department are considered in the next chapter. 


A transport department exists in almost all societies except the very 
small ones. For this reason the accounts of such a department are treated 
in this chapter more fully than the accounts of other Service departments. 


The transport department expenses under the heading of Direct Costs 
are classified under sub-headings, as Prime Running Costs and Supplementary 
Running Costs. Separate sections in the account are provided for motor 
transport and horse transport, but these may be merged in one account in 
smaller societies. Columns for the various classes of expense under each 
functional heading are provided in the Departmental Expenses Book, and the 
column totals are posted to the debit of the transport department in suitable 
accounts opened in the Goods and Expenses Ledger. At the end of the 
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trading period the balance of each account is posted to the Transport 
Department Trading Account in the Private Ledger. 


The income of the transport department may arise from charges debited 
to the other departments, or for charges made to other bodies for services 
rendered. The transport department debit-note book gives the basis of the 
trading account credit for the former items, and the subsidiary cash book 
for the latter items, though the cash receipts may have to be adjusted for 
amounts owing at the commencement and at the end of the trading period 
in order to arrive at the correct amount of the credit. The totals of all debits 
and of cash receipts are first posted from the book of primary entry to the 
credit of the department in the Sales and Income Ledger, and the balances 
of these ledger accounts are transferred to the Transport Department Trading 
Account in the Private Ledger. With the inclusion of the value of stock on 
hand at the commencement and at the end of the trading period the items 
of the Trading Account are complete, and the account may be balanced 
and totalled after the surplus or deficiency has been entered. 


A detailed Trading Account is desirable for internal purposes, as it 
facilitates ascertainment and comparison of costs; and it may be published, 
if desired, or a Summary Account containing only the functional group totals 
instead of details may be published. 

In any case, the functional totals of the transport department and other 
Service departments will be merged with the corresponding totals of the 
Productive departments in the General Trading Account; and a summary 
statement embracing all Service departments may also be prepared on the 
lines suggested for Distributive departments in an earlier chapter and 
illustrated in this chapter, 


QUESTIONS AND EXERCISES. 
1. What is a Service department ? How does it differ from a Productive 
department, and how does its Trading Account differ from the Trading 
Account of a Productive department ? 
2. Prepare a Detailed Trading Account, in blank, for a Laundry. 
3. From the following data prepare the Trading Account of a Hairdressing 
Department :— 


z 
Cash receipts for period .........:.cseceecseenenecceeeeeteeeeeeeeeeueenes 600 
Materials DOUGHE .........cesscndsrecseernccccrscecssasesausnsesseeacieees Pte; 
Wages and Insurance .......:0...secee eee eee eee ee eer eeeec een eeee reese ees 300 
TVET MMR Serene ee eee eiciclesieteeissire i -leierslosetciers nasi e(cieisielisisjeisisieisisiaeieisineejeieiye 75 
IEYATIEGY ..caanhoohanbododésa06 10007000008 kuodbhID eo nor cesudesngnoo Sno ndeeEocdoocd 25 
Insurance Of fixtures ............csssrvereecscncsceeseceeseressssesseseesles 2 
Interest upon fixtures ......cceereeeeee eens eects eens eee et ee ee nes ee teens 10 
Depreciation of fixtures ......:ssceeeseeeeeeeeseeceeceneneesaece ese eeeees 20 
Cleaning, lighting, and heating............-.s:seseeeeeeeene tense eee eees 35 
AAvertising .....-.s.cscsesscescseecnsecencensesceeeeesengenecscereneessoens 5 

10 


Painting and decorating -s.......:secseceeeeseeeenereeen tennessee sense 
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Proportion of— “ 
Office EXPeNS€S .........0cceseseceenescecncscnseccceececererecereceeees 5 
Check Office Expenses .........0ccscececencesceceesersereereseeseecees ee 
Andit Oxpenses on. .cs-ecercedetameaeeareascr Pere erence ne cencosbaob 2 
Committee EXPENSES .....c..eceeeseecereeeeceeecesceseeeceseeeeseseces 2 
Other General Expenses .........2sceceeeseee eee eee eceeeeneeeseeeees 5 


Stock on hand: At commencement, £25; at end, £30. 


4. Prepare a Trading Account for a Window-cleaning department, 
inserting items and amounts of your own choice, but showing a deficit. 


5. Prepare a Trading Account for a Transport Department from the 
following data. The society has no horses :— 


a 

Charges to departments— 
GLOCER Vicescseisce teen ecco ence sea amessaemine nace oreeie a aelelase steetetetete 400 
DPA pery, enacts scseos' se netecee ate vreastestostace amass ates islet ae eleitserl seis 250 
IBOOE Ald SOG eae ces cece ceteetalatera a otsaiste sotclclal ate ote a dete atsisiessislelste eteietstereretereie 200 
TBRbU ase phar” Soccer cooqgaLuauedbano noses Hoda boDURadcaboD URED SopRLTIUEpSDURCe 50 
Bakery eros ncaseceee see sesss torte eect sees eens ce cies «oases 1000 
Receiptsiof exeursiom: department: sees seeeee wees. eee ee sae see 800 

Wages— 

Motor drivers cogs. csce oc seosssase seisrelcmsarecceiseseec coat settee 700 
Garacerabten dates messes see ote eacets snceiise eters eet sete eieterelare meee 400 
Other mien ct Hee a seaen sce dee dan. seseete tee nde tee sete eeeteraet tees 100 
Health and unemployment insurance ......-..2.-+..+.-.2-02-+2------ 30 
Petrol and other dre) encanmscsentacewcises t1Stnsweseeeee <ecseenn 300 
Car Le pairs: seedsusis Aigecaectisamssaedans OMnotcetwsacestaasaterennsac oceans 50 
LY LES 5. seiasversedersaawionsnwa sane aicieoasisie sectewaisemslosaisne saeeiaeseenaelelecemieneeee 50 
ACCESSOTIES, janciemgacasenise ses oetiacwdoscsioasceseswesesee oseassssuss oaseeaeee 20 
Intefest onl CARS rsa tace scan chia cine stuc be seeh ae aeeaeceaeasiacseecpieiste seee mee 100 
x land bruldinesy andwaxtures nace em ccecmeess ss ceiseecceee 50 
TAS UKAIMCELONMCEES Ts J asriciem sincere cits clots onic einctete scare ee cteeicie etsicls ete ete 40 
oe lands buildings san ditixturesenssse sss eaceeeee eens 30 
De pre CLALOM OM (CANS wewmecaiavcwceco esse nsener sameness steelers ae 400 
rn land, buildifigs, atid fixtures .........05.scss.00ue. 150 
Maicences and  Girttesi.wesssasas sions ses cee emdaeemeeen-eaceesie ene eneeeeete 40 
RATES weroninvcroissisieusswstWassie salves enaein acute mam clei oste 1c seas eee 30 
@axesontland and) prildines eras eeesetie se ioeseaecceee sa eenenate 10 
Repairs to buildings Mess. .cccuesceteceece eee eee ce eeeeee ones 10 
Painting and decora tin oie mssceeeee cee ter erne cee eece crete e eee cee 25 
Cleaning wich tino wand eatin yews etree et eet ace ee eeeee 40 
General offinevexpensestcanecmne dcr eeterces steerer ee tee areata 25 
ANGIE EXPENSES. AecmMoece session ca ceeeasaceer wee crerecececeen cee amenene 5 
Committee expensesitannasccme asec eterna ane ae eee 5 
Other generaliexpenses -ocse.c-e se eeceee cence ree meee eee 20 


Stock on hand: At commencement of period, £40; at end of 
period, £50. 

NotEe.—£50 was owing to the Excursion Department at the com- 
mencement of the period, and £80 at the end of the period. Of 
this £80, an account of £20 has to be written off as a bad debt. 
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6. Prepare the rulings of pages in the Departmental Expenses Book for 
a Transport Department with both a motor section and a horse section. 


7. Prepare a tabular Summary Trading Account showing the results 
of a Laundry, Transport Department, and Window-cleaning Department, 
inserting figures of your own selection. ‘The Laundry shows a loss and the 
other departments a surplus. 


8. Trace the entry of the expenses of a Transport Department from the 
receipt of the invoice up to and including the preparation of the Trading 
Account, 
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CHAPTER XVII. 


DEPARTMENTAL AND BRANCH 
ACCOUNTS—continued. 


(4) SPECIAL DEPARTMENTS. 


Productive, and Service departments have been considered; 

but thete are other departments requiring accounts of a 
rather different character, to which consideration must also be 
given, and this chapter will be devoted to some of these depart- 
ments and their accounts. The most important of these accounts 
are farm accounts, works-department accounts, dairy accounts, 
and slaughter-house accounts, which we shall now examine in turn. 


|: preceding chapters the accounts of various Distributive, 


(A) FARM ACCOUNTS.* 

Farming includes a great variety of activities—the growing of 
crops of various descriptions, the raising of cattle, sheep, pigs, etc., 
the rearing of poultry, the production of milk, etc.; and a society 
may engage in one or many of these activities. We shall not con- 
cern ourselves in this book with the complete system of records 
required for a farming department,+ but content ourselves with those 
books of record from which the data for the Farms Trading Account 
are extracted. 


Purchases and Expenses Book. 

Purchases for a farm can be entered either in a special 
Purchases Book or in the ordinary Goods Purchased Book 
described in Chapter IV. Where the farming operations are in any 
degree important a special Purchases Book, ruled with columns 
for recording purchases of different kinds is probably to be preferred. 
Purchases of land, buildings, fixtures, and rolling stock for the 
farm can be entered in this book, along with revenue purchases, 


* Reference should also be made to pages 66, 131, 132, and 133. 


+ The Co-operative Union proposes to issue a special book on Farm Accounts for Co-operative 
Societies, and books on the subject published by various publishers are already available. 
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or they can be entered in the Capital Expenditure Purchases Book, 
which records similar purchases for the other departments of the 
society. The magnitude of the operations will probably be the 
deciding factor in this case also. 


If a special Farms Purchases Book is kept the analytical form 
is recommended, and the rulings suggested on page 298 can be 
employed; and if the ordinary Capital Expenditure Book is em- 
ployed for recording capital expenditure and the ordinary Depart- 
mental Expenses Book is employed for recording the other farm 
expenditure, the appropriate columns from the rulings given on 
page 298 can be employed in these books. These rulings and the 
ledger accounts which harmonise with them may not be suitable 
for every society engaged in farming, for the farming operations 
of societies vary widely in nature; but the principles and methods 
explained in this chapter can be adopted with the necessary 
modifications in application to meet the needs of all societies. 


The Farms Purchases and Expenses Book will be entered up 
from the invoices received from merchants and others, from debit 
notes received from other departments, and from dummy invoices 
or the journal for: wages and certain other items, as explained in 
Chapter V. (page 76). The column totals of the Purchases Book 
will be posted at the end of the trading period either to appropriate 
accounts in a special Farms Ledger in a society whose farming 
operations are extensive, or to accounts in the Goods and Expenses 
Ledger in societies which do not keep a special Farms Ledger. The 
fixed capital expenditure items can be recorded either in the Farms 
Ledger or the Property Ledger. 


The columns in the Purchases and Expenses Book can be ex- 
panded, if required, to record purchases and expenses in greater 
detail, e.g., for wages paid to different classes of workers on the 
farm or farms, for various classes of capital expenditure, for various 
classes of live stock bought, and for various classes of expenses 
included in the suggested rulings under the heading of Sundry 
Expenses, and corresponding additions to the ledger accounts will 
then be required. Where a society has more than one farm and 
desires to keep the records of each farm distinct from those of 
other farms, a separate page can be opened in the Purchases and 
Expenses Analysis Book for each farm, or one page for all the 
farms will suffice if an additional column is provided to indicate 
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the farm to which each item of expenditure relates. In either 
case, separate ledger accounts will be required for each farm. A 
separate Trading Account for each farm can then be prepared, or 
one account to cover the farms as a whole can be prepared from 
them. 


The Case of Live Stock and Land Workings in the 
Farm Accounts. 

So far, the farm account has followed the same general lines. 
as the accounts of other departments, but there are important 
differences now to be noticed. Cattle, sheep, etc., are born on the 
farm as well as being bought for the farm; some die, whilst others 
are sold; and the value of the live stock will alter day by day 
even if the market prices for live stock do not fluctuate, as they 
in fact do fluctuate. These differences mark off the capital items 
of live stock from other capital items such as buildings, which can 
be treated by the method of reduction by depreciation charges to 
bring them to something like market value. The land of a farm 
also differs from the land upon which a shop stands. ‘The latter 
may appreciate or depreciate owing to external circumstances 
such as the growth of a town or the gradual termination of a lease, 
but the farm land is constantly being improved or impoverished, 
and its value varies accordingly. It is therefore necessary in the 
accounts to treat capital expenditure upon live stock differently 
from capital expenditure upon machinery, and farm land differently 
from land upon which trade buildings stand. A periodical 
valuation of the farm and stock becomes necessary, and as accounts 
covering anything less than a complete cycle of the seasons would 
present results that would be somewhat unsatisfactory for purposes. 
of guidance and comparison, an annual valuation and the prepara- 
tion of annual accounts for farming operations are recommended. 


So far as live stock are concerned, the position is met by treating 
them as stock on hand, just as finished goods are treated in a 
Productive department. The Trading Account of such a depart- 
ment commences with stock on hand at the commencement of the 
period; purchases of finished goods and raw materials are added 
on the Dr. side; and on the Cr. side the sales and the value of stock 
on hand at the end of the period are included. For the farms 
accounts the valuation of the farms gives the value of live stock on 
the farms at the commencement-and end of the period, the number ot 
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FARMS TRADING 


Dr. Year, ending 

£ Sa leas £ Soiinda 
To Stock of Produce on hand at January ISt ......s-seceeeeeeeeeeeeee 
iy ay Stores on hand at January Ist ......... Recta cote 
», Estimated Value of Growing Crops at January Ist .............. 
» Unexhausted Manurial Values and Land Workings at Jan. Ist. 
» Value of Live Stock at January Ist........:.cc-cscscccesescscseccrees 


» Purchases and General Expenses— 


MLV StOCKaneercocnedesecsovesdaeowan desea 
MECUSi sac esa ses ae 

Fertilisers <...-..-. 

Feeding Stuffs .......... 


Oil and Sundry Stores. 
Transport Charges ..... 


Wages and Insurance .........ssseeeee 
Interest on Farm Stocks (Live and Dead) ..... 
Insurance on Farm Stocks (Live and Dead) ... 
Sundry Expenses <acc.ccsccessssesssenes 


» Land, Buildings, Machinery, and Fixtures Charges— 


Interest on Land, Buildings, Machinery, and Fixtures ...... | 
Insurances on Buildings, Machinery, and Fixtures ........... 


Depreciation— 


Farm Buildings .... 
Machinery .......... 
Rolling Stock 
Rates ... 


SPARES cycatccdesessctees sescsovseeenecokue 


» General Charges allocated— 


Office Expemses.............06 Saccbaacnnn 


Audit Expenses........... 
Committee Expenses ........ 


Other General Expenses .............4. 


Balance—Surplus...........ssscssseveees 
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ACCOUNT, 
December 31st. 


BMUBMOIESI ccars dc eNaresessbqosee osc acceccuacev circ scr aceusesedacesecet sincsesa 
RrEPLIEAUISLCFS coctucevaresseckssaetes 
» Dividends on Purchases 


3» Stock of Produce on hand at December Slst ............eeeeeeeee 
a 5 Stores on hand at December 3Ist ............:ceeeeeeeees 
» Estimated Value of Growing Crops at December 31st 
;, Unexhausted Manurial Values and Land Workings at Dec. 31st 


», Value of Live Stock at December 31st 


Balarico—De ficiency .....ceveceseerscccseceesccesereseeaerseeesereces 
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head of cattle, etc., at both dates being checked by the books of 
record of the farms, which will show purchases, births, deaths, 
transfers, and sales. ‘The purchases of feeding stuffs fed to the 
cattle are recorded as an expense in the Trading Account, the 
sales and transfers of live stock are recorded as income, and the 
difference between the two sides of the Trading Account reveals the 
surplus or deficiency. 

So far as the land is concerned, it. also, may be treated as the 
live stock is treated, the value at the commencement and end of 
the period, ascertained from the valuations, being entered in the 
Trading Account. More usually, however, the original and 
permanent value of the land is separated from the temporary 
additional value of the land due to the application of fertilisers, etc. 
The value of the unexhausted manurial values and of the growing 
crops can be estimated—all the more easily when proper records 
and costing systems are employed—and these temporary values 
can be brought into the Trading Account, the permanent values 
such as the cost of the land, drains, etc., being treated purely as 
capital items to be depreciated in the ordinary way. ‘This second 
method is adopted in the Farms Trading Account given in this 
chapter (pages 300 and 301) and Appendix X. 


The Trade Expenses Analysis Book, and Departmental 
Expenses Book. 

As mentioned earlier in this chapter (page 296), the usual 
procedure of recording purchases and expenses can be adopted 
for a farm as for other Productive departments. In this case they 
will be entered in the Trade Expenses Analysis Book in the usual 
way, and transferred from that book to a special page in the 
Departmental Expenses Book. ‘This page will be ruled with_ 
expenses columns, as illustrated on page 298. ‘The column totals ) 
of this book will be posted to the Goods and Expenses Ledger to 
the various accounts relating to the farm or farms. 


The Income of the Farm. 

The income of a farm, apart from capital appreciation in the 
form of additional stocks, improved land, etc., will consist of sales 
and of transfers to departments. Any internal transfers on the 
farm, e.g., feeding stuffs grown on the farm and employed for 
feeding to the cattle, will be recorded in the farm books as part of 
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a costing system which will reveal the economic results of the 
various sections of the farm activities; but they need not be recorded 
in the general Trading Account of the farm, since all the expenses 
which have been incurred to raise those feeding stuffs will already 
be recorded under the heading of seeds, fertilisers, wages, etc. ‘The 
sales and outward transfers of the farms will be recorded in the 
usual way explained for other departments, and will be posted in 
totals to the Sales and Income Ledger or to the Farms Ledger if 
a special ledger is kept for the farms. 


Preparing the Farms Trading Account. 

From the stock books, the valuation statements and the entries 
in the Goods and Expenses Ledger* and the Sales and Income 
Ledger™, the data for the Farms Trading Account can be prepared, 
and this account will appear as on pages 300 and 301. ‘The capital 
expenditure items and the items appearing in the category of stock- 
on-hand items in the Trading Account will appear in the Statement 
of Liabilities and Assets in the usual way. 


(B) WORKS DEPARTMENT. 


The Books of Primary Entry and the Ledger Accounts. 

A Works department, being a department ofa special type different 
from other departments, calls for the preparation of accounts of a 
different type. ‘The starting point in preparing the accounts will 
be the invoices for materials, etc., supplied, and the charges for 
services rendered to the department. ‘These will be entered in the 
Trade Expenses Analysis Book under the heading of ‘ Works 
Department,” in a column assigned to that department—no 
attempt being made at this stage to classify them—and from that 
book the amounts will be entered in a special page in the Depart- 
mental Expenses Book, where they will be classified under suitable 
headings suggested below. Where there are no reasons for entering 
them first in the Trade Expenses Analysis Book, they can be 
entered direct in the Departmental Expenses Book. ‘he latter 
book can be ruled as shown on page 304. Capital expenditure will 
be recorded in the Capital Expenditure Analysis Book and the 
Property Ledger. 

The revenue expenditure being recorded in an assigned page of 
the Departmental Expenses Book, the columnar totals of that 


* Or the Farms Ledger, as the case may be. 
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book will be posted monthly, quarterly, or half-yearly to appropriate 
ledger accounts in the Goods and Expenses Ledger, and the balances 
of these accounts will later be transferred to the Works Department 
Trading Account in the Private Ledger. 


The Income of the Works Department. 

The income of the Works department will arise from charges 
for new property, including vehicles, ete., built for departments 
or outsiders, and charges for repairs and services rendered for 
departments, members, or other persons. New premises erected 
or vehicles built for other departments, whether supplied according 
to tender or on a time-and-material basis, will be dealt with by 
means of debit notes. The debit note will serve as an invoice for 
the receiving department and the department’s debit-note book 
will serve as a Day Book for the Works department, the total of 
which will give the credit entry for the Works department in the Sales 
and Income Ledger. Repairs for departments will be similarly 
treated. The cash basis can be adopted for recording work done 
for members or other persons,* the cash receipts being adjusted 
at the end of the trading period for debts owing at the commence- 
ment and end of the period. Provision will have to be made in the 
Trading Account for work in progress and not invoiced, but 
the value of such work can be treated as work in progress in a 
Productive department is treated, viz., like stock on hand. As it 
will be desirable to show separately the charges for repairs to the 
departments and to others, and for new work for the society and for 
others, separate ledger accounts should be opened for these four 
groups of charges in the Sales and Income Ledger. 


Preparing the Works Department Trading Account. 

When preparing the department’s trading account the data 
will be found in (1) the Departmental Stock Book, where the value 
of stock of materials and stores on hand at the commencement 
and end of the trading period will be recorded, and where the value 
of work in progress can also be recorded; (2) the Goods and 
Expenses Ledger; and (3) the Sales and Income Ledger. The value 
of the stock and the work in progress, and the balances of the 


* The department will, of course, keep a record of work done and of the accounts sent out, 
indicating when these have been paid. Alternatively to the method recommended above, a Day 
Book, accompanied by a personal ledger, may be kept where the Works department undertakes 
much outside work; and in this case the Day Book will give the entries for the Sales and Income 
Ledger instead of the Cash Book. 


U 
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WORKS DEPARTMENT 
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TRADING ACCOUNT. 
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accounts in these two ledgers, will be inserted, after which the 
account can be balanced and totalled. A specimen form of detailed 
Trading Account is given on pages 307 and 308. A summary 
form may be prepared for publication if required (see Appendix X.). 


(C) THE DAIRY. 


The Dairy as a Distributive Department. 

Where a dairy is engaged in making butter, cheese, etc., it is 
clearly a productive undertaking according to the definition we 
have already adopted, and the usual form of Productive depart- 
ment account can be employed for it; but where it is engaged solely 
in cleaning or bottling milk, and selling it direct or through dairy 
shops, its work is more akin to that of a Distributive department, 
and the cleaning and bottling of milk may be compared with the 
cleaning and packing of currants for sale. As the dairy of a Co- 
operative Society is usually engaged in work of the second type, 
we shall treat it as a Distributive department. It differs from 
other Distributive departments in some respects, and for that 
reason we give special consideration to the accounts of the depart- 
ment. 


The Expenses of the Dairy and their Classification. 

Before proceeding to explain the procedure of preparing the 
accounts it is desirable to say a word or two about certain items 
of expenditure which can justifiably be treated as capital expendi- 
ture, but can be more wisely and more conveniently treated as 
revenue expenditure. They will include bottles, cases for bottles, 
and milk cans. If treated as capital expenditure, depreciation 
charges have to be allowed annually and renewals have to be added 
to capital account. It is better to treat these items as revenue 
expenditure, spreading the cost of the initial stock over the first 
two or three years, and treating renewals as a revenue expense of 
the year in which they occur. Alternatively, the bottles, etc., 
may be treated as purchases and stock on hand. 


The expenses of the dairy will be more comprehensive than the 
expenses of other Distributive departments, since they will include 
the wages and other expenses arising out of the processes of cleaning, 
pasteurising, and bottling the milk, as well as the expenses incurred. 
in selling it. The page in the Departmental Expenses Book set 
aside for the dairy should therefore provide for the items indicated. 
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below.* Some of the expenses of preparing the milk are treated as 
Goods and Stock Charges, thus placing the societies which do 
their own preparation on a comparable basis in regard to selling 
expenses with those societies which buy their milk ready for 
distribution in a raw or prepared condition; but the and, Buildings, 
and Fixtures Charges are treated in the usual way with the 
machinery included. 


1. Goons (including inward carriage). 


2. GOODS AND STOCK CHARGES. 

Insurance and interest upon stocks. 

Interest on credit accounts. 

Wages and insurance of dairy workers. 

Bottles, cases, and cans. 

Sundry dairy expenses. 

3. SELLING EXPENSES. 

As for other Distributive departments (this group of 

expenses will be incurred by societies with dairy shops). 
4. DELIVERY EXPENSES. . 

As for other Distributive departments. The charge will 
therefore include the wages of milk deliverers as well 
as the expenses of motors, horses, etc. 

5. LAND, BUILDINGS, FIXTURES, AND MACHINERY CHARGES. 

This group of expenses will be the same as for other 
Distributive departments, but will include the charges 
for the dairy as well as for any dairy shop. It will 
also include interest, depreciation, insurance, and repairs 
of the dairy machinery. 

6. GENERAL CHARGES ALLOCATED. 

This group of expenses will be the same as for other 

Distributive departments. 


The Income of the Dairy. 

The income of the dairy will usually be ascertained from the 
dairy shop sales and roundsmen’s sales, but in some cases from 
the sale of coupons in the grocery department shops if payment is 
made to the roundsmen in the form of checks or coupons previously 
bought inthe shops. In any case, the cash basis of recording income 
can be adopted, but the amount of cash receipts will require to be 


* And shown in detailin the Dairy Trading Account on pages 310 and 311, 
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DAIRY DEPARTMENT 


To Stock OM HAN AU ceeecccacwevsertesrateudbevdneceewaehergsaealesarseuwesl 
», Goods (including Inward Carriage) .. 


seeeeeeee seen er eeeetarenreseeres 


» Goods and Stock Charges— 
Insurance and Interest on Stocks 
Interest on Credit Accounts 


Dairy Expenses—Wages and Insurances 


Other Xpenses..c.accsecacnasantacceerasocsne 


> Selling Expenses— 
Shop Wages 
Health and Unemployment Insurance 
‘Workmen’s Compensation Insurance 
Advertising 
Checks, Books, and Sheets .. 
Telephone Charges.........000 
Postages and Telegrams .. 
Licences 


£ 


Fa DOLIVOTY: EXPODSEShcsstiss. sesaeoeacendcccvatesesdussveretapceaSes rest se sts 


£ 
» Land, Buildings, Machinery, and Fixtures Charges— 
Dairy. 


£ 


Shops. 


Ground Rents f 


Building Reats 
Interest on L., B., M., and F 


Painting and Decorating .. 
Cleaning, Lighting, and Heating .. 


>, General Charges allocated— 
WN Ge wx DENSES inscavesnesccaceceracerecercorsssmersstes creer seer ee 
Check Office Expenses 
Committee Expenses ... 
Audit Expenses.........0.c0+s+ 
Other General Expenses 


j 


; 
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TRADING ACCOUNT. 
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adjusted for debts owing, and, if coupons or checks are employed, 
for unspent checks in the hands of members. From the Cash Book 
the receipts will be posted to the credit of the Dairy Sales Account 
in the Sales and Income Ledger, and the balance of this account 
will be transferred at the end of the trading period to the credit 
side of the Dairy Trading Account in the Private Ledger. If milk 
is sold in the grocery department or special dairy shops as well as 
by roundsmen, a separate sales account for sales of, or transfers to, 
each section should be opened in the Sales and Income Ledger, the 
balance of each account being shown on the Cr. side of the Dairy 
Trading Account. 


The Preparation of the Dairy Trading Account. 

From the Stock Book the stock on hand at the beginning and 
end of each trading period can be ascertained and entered in the 
Dairy Trading Account in the Private Ledger, and the balances of 
the accounts relating to the dairy can be transferred from the 
Goods and Expenses Ledger and Sales and Income Ledger to the 
same account, which can then be balanced and ruled off. 


(D) SLAUGHTER-HOUSE. 

For the purposes of the Annual Return the slaughter-house is 
considered a Productive department, but it is more conveniently 
treated in the accounts of a society as an adjunct of the butchering 
department. Its accounts can be treated in much the same way 
as the accounts of the grocery warehouse, though there are some 
differences. All cattle bought for slaughtering can be debited to 
the slaughter-house account, and the dead meat charged out to 
the branches at agreed prices. All expenses of the slaughter-house 
are then debited to the same account, which is credited with the 
sales of hides, etc. The charges made to the branches should 
just cover the costs of beasts purchased and all expenses, less the 
credits for sales of hides, etc.* If the charges to the departments 
are only approximate at the time they are made, any surplus on the 
slaughter-house account can be credited at the end of the trading 
petiod to the branches in proportion to the transfers made to 
these branches. It is a not uncommon practice to link the slaughter- 
house with the central butchery establishment. ‘The: central 
establishment is then debited with all purchases and slaughter- 


_, * This is for ascertaining the debits for the branches. In the departmental account the sales of 
hides are treated as sales on the Cr, side and not as a deduction from purchases. 
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house exvenses. and is credited with the sales of hides, etc., and 
with the transfers of dead meat to branches. With the growth of 
tegulations relating to slaughter-houses, and the extension of public 
abbatoirs, the necessity for Co-operative Societies to maintain their 
own slaughter-houses is declining, and this is having an effect upon 
the accounts they require to keep. 


It is usual for employees in the butchering department to under- 
take the work in the slaughter-house, and a proportion of their wages 
has therefore to be assigned to slaughter-house expenses, and rank 
as productive expenses with other slaughter-house expenses. 


GENERAL. 

With this brief survey of the accounts of some special depart- 
ments our review of the departmental accounts, so far as we 
intend to carry it, is complete. There are other departments to 
be found here and there the accounts of which we have not 
described, and societies are from time to time engaging in new 
activities. The accounts of these departments as they become 
important departments will be treated in future editions of this 
book. The departments, the accounts of which we have reviewed, 
ate the most general ones; and the accounts of other departments 
do not differ from them in principle. 


In the next chapter we shall discuss the accounts of the 
Education Department, after which various general matters will 
be dealt with and a final chapter relating to the compilation of the 
annual return will complete our survey of the accounts of a Co- 
operative Society and matters related to them. 


SUMMARY. 

There are some departments of Co-operative Societies which are of a 
special type, and their accounts do not conform to the general types already 
considered. This chapter is devoted to a consideration of the accounts suitable 
for farms, works departments, dairies, and slaughtering departments. 


Farm Accounts —The term ‘“ farming ”’ covers a wide range of activities, 
and the details of the farm accounts of any society will vary with the nature of 
its activities. If the farming operations are very extensive a special Purchases 
Book ruled—with or without columns for Fixed Capital Expenditure—as 
suggested in the chapter may be employed instead of the usual Trade Expenses 
Analysis Book and Departmental Expenses Book. If the latter two books 
ate employed, the page in the Departmental Expenses Book assigned to the 
recording of farm expenses can be ruled on the lines suggested for the special 
Purchases Book, but with the Fixed Capital Expenditure columns omitted. 
The column totals of the special Purchases Book or the Departmental Expenses 
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Book will be posted to the appropriate revenue accounts in the ledger—a 
special Farms Ledger or the Goods and Expenses Ledger, as the case may be. 
The income of the farm, arising either in the form of sales or of transters to 
departments, will be recorded in the Sales and Income Ledger from the sub- 
sidiary cash book and the Farms Transfers Book or the debit-note book. 


Live stock is valued at the beginning and end of the period, and treated 
in the account in the same manner as work in progress in a Productive depart- 
ment, and not in the same way as capital expenditure upon buildings, etc. 
Land that is being worked is also treated differently from building land. The 
value of unexhausted manurial treatments and of growing crops is separated 
from the value of the land in its unimproved condition, and is treated in the 
same way as stock of goods, etc., the value at the beginning of the year being 
debited and the value at the end of the year being credited in the Farms 
Trading Account. The value of live stock and unexhausted improvements 
is ascertained by an annual valuation. 


From the stock books, the annual valuation records, the ledger accounts 
in the Sales and Income Ledger, and the Goods and Expenses Ledger (or the 
Farms Ledger), the data for the Farms Trading Account. are obtained. The 
functional headings in this account are Stocks, etc.; Purchases and General 
Expenses; Land, Buildings, Machinery, and Fixtures Charges; and General 
Charges Allocated. 


Works Department.—The expenses of the Works department can be first 
entered in a single column in the Trade Expenses Analysis Book, from which 
they can be posted to a special page in the Departmental Expenses Book. 
The column headings of this page will differ from those of a page for the usual 
type of Service department, and the expenditure can be grouped under the 
four headings of Materials Bought; Expenses; Land, Buildings, Machinery, 
and Fixtures Charges; and General Charges Allocated. The column totals 
of the Works department page are posted to corresponding accounts in the 
Goods and Expenses Ledger. The income of the department is recorded in 
the Sales and Income Ledger from the subsidiary cash book in the case of 
outside work, and the department’s debit-note book or transfers book in the 
case of departmental charges. As it will be desirable in each case to record 
separately new work and repairs, four accounts should be opened in the Sales 
and Income Ledger. The cash receipts will require to be adjusted for debts 
owing, in order to arrive at the true income of the department. 


From the Goods and Expenses Ledger, the Sales and Income Ledger, 
the Stock Books, and the records of work in progtess, all the data required for 
the Works Department Trading Account can be obtained. 


The Dairy——Where a dairy is engaged in making butter, cheese, etc., 
it is clearly a Productive department, and the usual form of account for a 
Productive department can be employed. In most Co-operative Societies, 
however, the dairy is merely engaged in cleaning and preparing the milk 
for sale; and the dairy can be treated as a Distributive department, though 
there are differences between a dairy and other Distributive departments in 
regard to expenses and their grouping. Bottles, cases, cans, etc., can be 
treated as capital expenditure in the usual way, but preferably as revenue 
expenditure. 


DEPARTMENTAL AND BRANCH ACCOUNTS. 315 


It is recommended that the wages and insurance of dairy workers, and 
the cost of bottles, cases, and cans, be treated as Goods and Stock Charges 
to place societies preparing milk on the same basis as societies selling milk 
as bought when comparing selling expenses, The selling expenses are the same 
as for other distributive departments, to cover the case of societies with dairy 
shops. Delivery expenses include the distribution of milk by roundsmen 
and the expenses of motors, horses, etc., whether directly incurred by the 
department or charged by the Transport department. The Land, Buildings, 
Fixtures, and Machinery Charges, besides including the usual charges for 
Distributive departments, include the similar charges for the dairy building, 
machinery, and fixtures. The Genera] Charges Allocated are the same as for 
other Distributive departments. 


The expenses are entered as for other Distributive departments, on a 
special page of the Departmental Expenses Book via the Trade Expenses 
Analysis Book, and the column headings are those required to give the details 
for the Dairy Trading Account. From the Departmental Expenses Book 
the column totals are posted to appropriate accounts in the Goods and 
Expenses Ledger. 


The record of income of the dairy is derived from the subsidiary cash 
book, the receipts being adjusted for debts owing by members, and for unspent 
coupons where the coupon method of paying for milk prevails. The Dairy 
Trading Account is prepared from the stock books and the dairy accounts 
in the Goods and Expenses Ledger and the Sales and Income Ledger. 


The Slaughteyv-House-—The slaughter-house can be treated as an adjunct 
of the butchering department, very much on the lines of the warehouse in 
relation to the grocery department. Live cattle can be debited to the Slaughter- 
house Account, and all expenses can be debited to the same account. ‘The 
transfers to the shops can be credited to the shops at an approximate price, 
any surpluses or deficiency being afterwards allocated to the branches in 
proportion to their transfers. Sales of hides, etc., should be credited to the 
same account. Alternatively, the slaughter-house can be treated as a section 
of the central butchering establishment, which will be debited with all the 
expenses and credited with the transfers to departments. In the Annual 
Return the slaughter-house is treated as a Productive department, and a 
record of its operations must therefore be kept. 


QUESTIONS AND EXERCISES. 


1. Describe the preparation of the accounts for a Co-operative Society’s 
farm, assuming the use of the usual Trade Expenses Analysis Book and 
Departmental Expenses Book. Show the rulings you would employ for the last- . 
mentioned book. 

2. Describe the rulings of a special Farms Purchase Book. Would you 
use such a book, and, if so, when ? 

3. From the following data prepare a Farms Trading Account :— 

Jane ists) Dec. 31st: 


Stocks— fh Z£ 
ETO CII OSM eee caeen rete cailcgeitie sis seas sids@eendeeeceres 500 600 


SOLES TEE ce enicee eee tate chlesmcswwten aie wedisiqaricese 200 180 
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Jan. Ist. Dec. 3ist. 


Growl GiCLOPS Wscisso-aaactinactee > seek eaec ame omseee ree 100 120 
Unexhausted iaasarial values and land workings 120 180 
Walter OLeliviSaStOC kyresmniseloies ecclessielotetsieets oe erative 700 800 
Purchases for year— 

WeverstO Cates. soo.te ates. eee seaesemamescsaeseeacaeas 1800 

See dSata tan sae ancmneiy cdeedialaaginaetsitee cence eee 200 

Mertilisers’ cesitestiydeencteseisaeasecastsetadoetessousaes 80 

Bee ditt 9: Stuttg coset cies scteleamsesisie aaaetosanesoe Jee 1200 

Oil anid STOVES I Poe. desta tank enesolelsstacta eters ices sfacioae se 80 
Cattiave and (cattage for year veace-saceeesoen-eeenee 200 
WiaPes JOP Year ycsac ces ccsnsiongs sasieaisiealals <ctasileisarels sce 600 
Interest on farm live and dead stocks for year... 80 
instance fOr yeat sae sscssnesneccemeteeaeiacsssses 120 
Suudry, expetses [Of YeaL! ...ccscnsescesecnesmise scons 60 
Land, buildings, fixtures, and machinery 

(Ol EN FeXEC Re copodauondpoundhdcdcubbnongne sdacdunboanceunsnet 800 
Generalvcharges allocatedicy--ssen.-orseeee aces onaaes 60 
Cashiteceipts for "year sancs.sae-sccers stenoses esa see 2000 
‘Tratisters ior year .ducsdccueseot erect ceseeeeiencr eater 4000 


An item of £40 for rates is not included above; and the cash receipts 
require adjusting for debts owing— £200 at the commencement of the year, 
and £300 at the end of the year. Special depreciation of £100 has to be 
provided owing to damage caused to a building by floods. 

4. Prepare for a book of Primary Entry the rulings of the page in which the 
purchases and expenses of a Works department can be suitably recorded. 

5. Explain the entry of the income and expenditure of a Works depart- 
ment from the primary entries to the Trading Account. 


6. From the following data prepare the Trading Account of a Works 


department :— Jan. Ist. June 30th. 
Stocks— a af 
Materials .jtasncsescarcis sos ot deeaemeaceeremenchnen 1000 1200 
SLOTS amanseescsceuisens seein sc auehe ccosenesen eeeeeeeese 500 600 
Wotkiin progress Mrcsavescccsceesscsteseeemeteetttes 2000 1500 
Purchases— £ 
Matetials nc cucsqacacetacse rence ntact eeememetettes 3000 
SLOPES scp eos caieaeks seweisce tines «sic oo stecu ete eee eee 400 
WIA BOS ici. « eionpisiasmcigeicceceneces seis ataai ee eeemeeneeeeeeee 2000 
Health and unemployment insurance.............. 20 
Compensation insunancemece-e essere merece eee eteee 20 
Power am@ Hehe <icetissos.cs-ncssstvcastseeneree sete me 80 
BR eohoks) ote) at anberae a coe sacconnodaanidtannsvocc eb odboonbasecd 120 
Interest— 
StOcks Meche one scdeaetenscseaeaer see eee eee 50 
8 iat cg Rae: Wa 6 IBY abate dBm an sud aco cidatonndesass 40 
Insurance— 
Stocks sssstesseanscses sa ateat acces oa eee 30 


1; B., Vian dsb ixtires seems ceer etree eee 40 
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DEpreciationsoniy Bevin and <Esendceerecene ce 100 
HALE Seat CELA OS Bese alors isicinmaetmenisicnseaeuactasaxies 80 
Re paits—— Bre Ma atid EN esha ae osdemaceenetercaetreacs 100 
SUT Ciiym ibe CogCO SESE ns asa qncinriecienecmancmteraciacesaee 20 
Onicete pen seswer ccs noses ees ccscas es awnorecene ects 20 
PICIIe SEMSE SP a aauee a demsersccodse se sac ste tae save es 3 
GCopmmmiCre eye XPenses: par ciccsemewreceusorsewaiecelasswee = 
Painting and repairs for departments.............. 400 
br As AIS MU DELS tacceecsssiews cee 250 

#6 OLUGIIPETSONG eeseecmeeee 150 

Vans Doilt for bakery department ................. 300 
a Sr SLOCELy GE PATUMeN Glo. eyersssesccens 400 
Wewretocery branch Erected” <.cecssesesees sien eines 2000 
New garage for transport department ............ 900 
PE WORME WW: HOTISES) DUT Ee a tetcisieciets sieis csseieeisesiematierie 2000 


7. Why is a Dairy in a Co-operative Society usually considered a Dis- 
tributive department ? Prepare a list of the items of expense of a Dairy 
department under their functional headings, assuming a society to have a 
cleaning and bottling plant and a number of milk shops. 


8. From the following data prepare the Trading Account of a Dairy 
department :— 


3 
Stoek at commencement of half year os. cccssosececsseseescien veins teins 50 
7 enmdrolihalityeat.as- ac ccdeesencce ste Borel ete peate thea ects 60 
He MASeS OLR kammeteler acme ete crite ss cits casicieten sciatic eles cloister ees 5000 
(Carpcleiege stig Abels 6 Sco rosnogqasdbes0qude o7Onee LooDASatbannoiuouEcnaasceubar 100 
Wavesratidminainance of daity, WORKers acess. smsciee vaso oioctss 300 
TBOHULES, FOULEETABIEC! 2.05.52 sdapbonnasoooo :ooRooadood nNeNes Soon aaa adaKuDDGeS 50 
St Cl raya Cal TV ae XPETISES) seme om iain aeistriswleis/ssswmene <aiclsse sae sss sie veieles 10 
PHO MEWa Ses PAL ANSMEATICE ayeanetjeerenclentacertne see -(e serieasieaalelilse sels 200 
Whe Gk: DOO KS eee eae swerccinceiseptacivenlacseanasintn helene sisvisisa cuales sicesas ent 5 
WDElEVe HyAEX PEM SES racial siapiisislenisicleleti rinwisinsieiadainseiee osine sie sales Poaisdsienoiide’s 1000 
Interest—L,., B., and F. ............. Dairy, £40; Shops, £30 
Insurance—L,, B., ATIC, Eon isesivsisesiewe A 10; e 10 
Depreciation—L., So Ekivel 38, asqaane A 50; 38 30 
TRE PAILS) <- cc csece dneesweeescsosescesenaae a 10; me 5 
Ae Spree icas ceistisitshys saisieciiaticstisinciaines cia Ae 10; an 5 
GOUNG LEME <2 aecroceseecdecteciesieiiensieels 25 — 
Debts owing at commencement of hae vane. £50; Bt end, £40 
General charges allocated— 
Proportion of office EXPENSES ........0--eseeeeeeseeeeeoees £20 
. check office EXPENSES ...........0cesereees 10 
7 COMMILLEE ERPCUSES... 5 .ce0cocssasenanenvins 5 
i ALIGIt EXPENSES sasiasicscsiede-weres + ce snialisieses 3 
Shop sales ........secssesecnscesecssenecescencenseneseeeescnecssecseseeereees 2000 
PROUT STCHICSES ALE Sues teeseicersisie cing siceeinasieen soins «sie wineisia isso wsselsie's 5200 


9. What items are included in the Goods and Stock Charges of a Dairy 
department, and why ? 
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10. Explain the manner in which the accounts of the Slaughter-house 
can be kept and the charges allocated to the branches. 


11. Prepare from figures of your own choice a Slaughter-house Account 
showing the charges to the account and credits for sales and transfers to three 
branches. 

12, A society has a central butchering and two branch butchering establish- 


ments. From the following data prepare the Slaughter-house Account for a 
month :— 


| First | Second) Third | Fourth 
| Week. | Week. | Week. | Week. — 
ene £ £ . £ 
Purchases of Live Stock ...........006+5 | 600 650 750 800 < 
Wages and Insurance ............000000 | 10 10 10 10 sae 
L., B., and F. Charges for Month ....|__... ee ee tA 20 
General Charges for Month ............ ble eee ih) oo a 12 
Inward Carriages, wevqsnctecostesersteees 3 3 3a 3 5| ae 
Buying and Market Expenses ......... | 4 5 5 5 
Transfers to Shops— | 
Centraliitc..cotessccsusceucecveectancescs |} 250 | 250 300 | 320 
INO: LeBranchts.chatecsesectseset ect 200 250 | 260 | 260 
INOW 2, BratGlinn. a eanncorteneneoneeece 160 160 200 240 
SaleroteHides etc nancac dames teeetcee 10 12 8 10 
t { 


Allocate any surplus or deficiency to the branches in proportion to-the 
amount of transfers, 
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CHAPTER XVIII. 


THE, ACCOUNTS OF THE EDUCATION 
DEPARTMENT. 


of the provisions made by the rules for the financing and 

organisation of educational work are not the same in 
every society. In consequence of the differences thus created, 
the accounting needs of the societies vary. We may notice the 
following four principal ways in which educational funds and 
expenditure are treated in Co-operative Societies. 


le status of the Education Department and the nature 


(1) Where the education grant is paid over to the Education 
Committee which maintains its own banking account. Where this 
relationship subsists between the Education Committee and the 
general organisation of the society, the Education Committee 
will control its own receipts and payments, and make up its own 
quarterly or half-yearly accounts, which will be submitted to the 
members with the other accounts of the society and published 
with them in the balance sheet. The Ljabilities and Assets of 
the Education Department will then appear in its own accounts 
and not in the General Statement of Liabilities and Assets of the 
society. 

(2) Where the education grant is paid into an Education 
Committee’s account at the bank by the general secretary, who 
pays the accounts of the Education Committee from this account 
when the invoices or requisitions for payment are passed to him by 
the Education Committee, and who pays into the account any sums 
paid over to him for the purpose by the Education Committee. 
He makes out the committee’s accounts at the end of the quarter 
or half year on the lines indicated in No. 1; and the Ijabilities and 
Assets of the Education Department appear in these accounts 
and not in the General Statement of Liabilities and Assets. 


(3) Where the procedure is the same as in No. 2, but no separate 
banking account is kept for the Education Department. Receipts 
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are paid into the general cash and bank accounts of the society, 
and education payments are made from these accounts. The 
receipts and payments on behalf of the Education Department 
are credited and debited to that department, which is also credited 
with the amount of the education grant. The balance of this 
account represents the amount standing to the debit or credit 
of the department, and appears in the society’s General Statement 
of Liabilities and Assets—as a liability if a credit, and as an asset 
if a debit balance. Where this No. 3 method is adopted, an Income 
and Expenditure Account form of Education Account, as explained 
later in this chapter, may be desirable. 

(4) Where no definite provision is made for education 
expenditure, possibly because there is no special Education Com- 
mittee, and any payments arising out of such expenditure are made 
from the general funds of the society. In this case they are likely 
to be few, and we can explain at this point how they may be treated. 


These payments can be debited from the Sundry Receipts 
and Payments Book to an Education Expenditure Account 
in the Goods and Expenses Ledger; and at the end of the trading 
period the account can be closed by transfer to the Final Revenue 
Account, where the education expenditure for the period can 
be shown either in total or in detail. Any receipts for education 
will be posted from the Sundry Receipts and Payments Book to 
the Sales and Income Ledger, and transferred from that ledger 
to the Final Revenue Account. 


Alternatively, or supplementary to the Education Expenditure 
Account, an Education Account can be prepared for the balance 
sheet from the Education Expenditure Account in the ledger. 
This Education Account will be in the form of an Income and 
Expenditure Account, not in the form of a Receipts and Payments 
Account. Education expenditure will therefore appear on the 
Dr. side, and the items will be summarised under their respective 
headings, e.g., classes, concerts, ete. The corresponding Cr. entry, 
or entries, for these items will appear in the Education Expenditure 
Account in the ledger, which will be closed by the entry. A Cr. 
entry for the total (or balance) will be entered in the Education 
Account, and a corresponding debit will be entered in the Final 
Revenue Account, which will complete the records. 
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The Income of the Education Department, and its Treatment in 
the General Accounts of the Society. 


It may be desirable before commencing a detailed explanation 
of the preparation of the Education Department’s Accounts to 
make reference to the derivation of the income and the treatment 
of the provision for education in the general accounts of the society. 
The rules will generally decide these matters. Four principal methods 
of deciding this provision are in operation. 


The first method, which was recommended by the General 
Co-operative Survey Committee and is being adopted by an 
increasing number of societies, is the allocation of a sum based 
on membership at the rate of, say, ls. per member per year, but 
allocated quarterly or half-yearly. Where it is not specially stated 
in the rules (or decision of a general meeting of the society) to be 
an allocation from surplus, this charge will be a charge against 
revenue, and will be debited to the Final Revenue Account and 
credited to the Education Department or Education Fund. 


The second method is similar to the first, except that the tules 
or decision of a general meeting of members prescribe that the 
allocation shall be a charge against the disposable balance, i.e., 
that it shall be a charge against the available surplus and not a 
charge against revenue. In this case the Balance Disposable 
Account is debited, and the Education Department, or Education 
Fund, is credited. 


The third method is the oldest method. It was adopted by the 
Rochdale Pioneers and it is still the most common. By this method 
the allocation for education is based upon a percentage of the net 
surplus. The percentage varies considerably, but 23 per cent 
is a common rate. A variation is adopted in some societies which 
fix sales and not surplus as the basis. Where surplus is the basis 
the amount allocated is debited to the Balance Disposable Account 
and credited to the Education Department or Fund. Where sales 
are the basis the allocation will be debited to the Balance Dis- 
posable Account if the rules say that it. must come out of the 
surplus, but if the rules do not so prescribe, it will be cotrect to 
debit the Final Revenue Account with the amount, the credit in 
both cases being carried to the account of the Education Depart- 
ment or Education Fund. 

Ww 
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The fourth method, confined to the cases where the expenditure 
is very modest, is to treat the expenditure as a trade expense, 
as a general charge, or as a charge for the Final Revenue Account. 


The Preparation of the Education Department Accounts. 


As societies become larger and their educational work more 
important and more complex, the tendency is for Education 
Departments to receive their income by cheque from the general 
funds, as explained under No. 1 (page 319). This cheque the 
department pays to the credit of its own banking account, and 
from this account it makes its own payments. The Education 
Committee controls its own funds by this method, and relieves the 
general secretary and his staff of a considerable amount of work. 
Payments can be more promptly made, the Education Committee 
has a more intimate knowledge of its financial position than it 
would otherwise have, and the method is more convenient all 
round. For these reasons the tendency noted above is likely to 
continue, and we shall therefore explain first the preparation of 
an Education Account where the Education Committee controls 
its own funds. 


The Cash Basis. 


As most of the accounts of an Education Department are paid 
at the moment they are incurred, or immediately thereafter, the 
cash basis can be adopted in keeping the accounts. In this way the 
necessity for keeping personal accounts for debtors and creditors 
is obviated, and the secretarial work is correspondingly reduced. 
Hence the Cash Book becomes the book of primary entry, and is 
the most important book of the series which the secretary of the 
Education Department is required to keep. 


The Cash Book. 


For all but the largest societies a simple form of Cash Book 
with three £ s. d. columns on each side should suffice. The first 
column on each side will be for details; the second for cash items; 
the third one for bank items. In addition, columns will be 
required on both sides for date, for narration, and for ledger folio 
references, with a reference column on the Dr., or receipts, side 
for the number of the receipt—if any—given for each amount 
received, and on the Cr., or payments, side for the number given 
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by the secretary to each receipt he receives when he makes a 
payment. The two sides of the Cash Book will therefore appear 
as follows :— 


Dr. RECEIPTS. 
Led i | 
Date. Polo, From For pee ry Details. Cash. Bank. 
EU eSaledethe se, InSallcdl. fe a ia 
| 
| | 
| 
| | 
| | | 
| | 
| 
PAYMENTS. Cr. 
: 
Date. ace To For eae | Details. Cash. Bank. 
= sae : | \ eee 
Gisela yeeniese | dale eaten 
| | 
| 
a 
| | 
| | 
| 
| 
| | | 


The method of entering the Cash Book and posting the items 
to the ledger are explained later. 


Invoices and Receipts. 

The secretary should keep two files for invoices—one fot 
invoices unpaid and one for invoices paid. He will also require 
a numbered receipt book, from which he will give receipts for 
amounts received, a duplicate being retained in the book for all 
receipts issued. In all but the small societies the secretary will 
also find it advantageous to have a remittance book with numbered 
tear-out leaves, as shown on page 324, or slips in lieu thereof, so 
that when he makes a payment he can request the payee to sign the 
numbered receipt form, which can afterwards be filed in numerical 
order and presented to the auditor with the invoices on the paid 
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invoices file. Alternatively, the cheques can bear a receipt form 
so that the recipient has to sign the receipt before he can secure 
payment for the cheque. The employment of this form of cheque 
renders another receipt unnecessary, but it does not meet the need 
for a receipt when payments are made in cash. 
The remittance book, with numbered pages or slips, can take the 
following form:— 
New ERA CO-OPERATIVE SOCIETY LID., 
Education Department, 
Pioneer Street, 


CTINIV SED D.a- tances eee 1926. 
LG) ieee eens age saan ees ree 
Dear Sir, 
Enclosed \ please finid......-.ee«cess= WHLGE Cf nacadereeanse tens in pay- 
qrent OL YOUr ACCOUnE Ol .myiee meade -eenenees Kindly sign the receipt 


form given below and return at your earliest convenience. 


Yours faithfully, 
JOHN Brown, Secretary. 


Seer eee eee eee eee eee ee eee ee ee ee es 


NES PRR rane Ste ene 1926. 
RECEIVED from the NEw ERA CO-OPERATIVE SocrETy Lrp., 
Education, Department, “the stim “Of 20.2. ae Pounds 
Recs ccutcectgeiarer wee aa Shillings......<...23.0:-.socs0s.--.s PENCE, In Payments 


The Ledger. 


Whilst the Cash Book shows the nature and amount of the 
receipts and payments of the department, and the balance of cash 
in hand and at the bank, the ledger is employed for the purpose of 
classifying these receipts and payments. 

An account is opened in the ledger for each class of activity 
in which the department is likely to engage, e.g., library, classes, 
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week-end schools, propaganda concerts, orchestra, choral society, 
excursions, etc., and one for each class of receipts and payments 
not falling under these heads, e.g., grant from society, hire of field 
glasses, among the receipts; and wages, committee fees, delega- 
tions, subscriptions, postage, etc., among the payments. An 
account for sundry receipts and one for sundry payments will 
also probably be required for small and unimportant items not 
falling into any of the classes already mentioned. 


Entering the Cash Book. 

The secretary will enter his receipts and payments in the Cash 
Book as they arise, and will periodically post these items to the 
appropriate ledger account.* In doing so, it will be necessary 
to post each item to the class of activity to which it belongs, e.g., 
the cost of printing posters or circulars for a week-end school 
should be debited to the Week-end School Account, whilst the 
cost of printing posters for propaganda concerts should be posted 
to Concerts Account. It may happen that both items appear 
on one account and are paid at the same time by one cheque. How, 
then, is the secretary to post the correct amount to each of these 
two accounts in the ledger ? The difficulty is overcome by entering 
the amount of the charge for each account in the details column 
and the total amount of the payment in the Bank column if paid 
by cheque, or in the Cash column if paid by cash. The following 
is an example based upon a payment of £5 by cheque for printing, 
£2 being for week-end school circulars and posters, £2 for concert 
posters, and £1 for library cards:— 


PAYMENTS. Cr. 
Date ea To Yor Sous Details. Cash. Bank. 
—— | -_ atl = 

1926. | HTS) dno) sa du\ipemcend 
Jan. 31 | 7 | Co-op. Printers Ltd.| Printing for Week- 

| end Schools ....... ZO) ORI Ricans |h amrstee te 

se eH 12 Co-op. Printers Ltd.) Printingfor Concerts| ... De OM Oils Se sese (INL geen 

Feel 14 Co-op. Printers Ltd.} Printing for Library) 105 OP TOM Ie rae cts 50, 0 


Each account in the ledger can now he correctly debited, and 
the total payment and the number of the receipt for it are both 
shown. A similar method can be employed in regard to receipts 
where an item covers more than one class of receipt. 


* Items on the Dr., or Receipts, side of the Cash Book are posted to the Cr. side of the ledger 
account, and items on the Cr., or Payments, side of the Cash Book are posted to the Dr. side of the 
ledger account. This is in accordance with the principle of Double-Entry Book-kceping—tbat every 
debit must have a corresponding credit, and every credit a corresponding debit. 
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It will sometimes happen that cash which has accumulated in 
the hands of the secretary is paid into the bank, or cash is with- 
drawn from the bank for the purpose of paying some account in 
cash. Where cash already recorded as a receipt is paid into the 
bank the amount should be entered as a payment in the Cash column 
on the Cr. side, and as a receipt in the Bank column on the Dr. side 
—the cash section has paid the amount and the bank has received 
it. For reference purposes the abbreviation C/- (meaning contra) 
should be entered in the reference column on each side. If the 
cash when received is paid direct into the bank it can be entered 
at once in the Bank column, and further entries are then unneces- 
sary. If cash is withdrawn from the bank the amount should 
be first credited to the bank by an entry in the Bank column on 
the Cr., or Payments, side, and afterwards debited to cash by 
an entry in the Cash column on the Dr., or Receipts, side of the 
Cash Book. The bank here is a payer or creditor, and the cash 
section is a receiver or debtor. The usual references for contra 
entries explained above should then be entered. 


The first entry in the Cash Book at the commencement of each 
trading period should be the amount of cash in hand and the 
amount of cash at the bank. These amounts will be inserted in 
their respective columns on the Dr., or Receipts, side. If any bank 
interest accrues during the trading period, it should be included 
in the Bank column on the Dr. side, for it increases the balance 
of the bank just as the deposit of cash or a cheque would do. Bank 
expenses should be entered in the Bank column on the Cr., or 
Payments, side, for such expenses are the equivalent of a payment 
by the society, but taken from the society’s balance by the bank 
itself. 


When the end of the trading period arrives, the Cash Book 
must be balanced. ‘The secretary must see that all receipts have 
been entered, and for this purpose he must consult (1) the ‘‘ paying- 
in’”’ book, t.e., the book containing the slips he uses and the 
initialled counterfoil he retains when he pays money to the bank, 
and (2) the book from which he gives receipts. He may have 
cheques in hand which will have been entered in the Bank column 
of the Cash Book when received but have not yet been paid into 
the bank. He must take account of these when preparing the 
Bank Reconciliation Account mentioned later. 
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The secretary must also see that all payments have been 
entered, and for this purpose will refer (1) to his cheque book, and 
(2) to his remittance book. Some cheques sent out and entered by 
him in his Cash Book may not have been returned by the payee, 
and these cheques and any that he has received but not paid in 
will cause the balance in the bank pass book to differ from the 
balance at the bank as recorded in the Cash Book. ‘To show that 
there is no real discrepancy between the two books a Bank 
Reconciliation Statement mentioned later is prepared. 


Having satisfied himself that all receipts and payments have 
been entered, the secretary will proceed to balance the Cash Book. 
He will first total the various columns. If he has entered every 
item (or the parts of any item which relates to more than one 
ledger account) in the Details column as well as in the Cash column 
or Bank column to which it belongs, then the total of the Details 
column on each side will equal the total of the Cash column plus the 
total of the Bank column on the same side of the Cash Book. Should 
the secretary have made an entry in the Details column only when 
an item relates to two or more ledger accounts, there will be no 
equality between the totals mentioned above. ‘The total cash 
teceived (including cash on hand at the commencement), as per the 
Cash column on the Dr., or Receipts, side, will exceed the total 
cash paid away as recorded in the Cash column on the Dr., or 
Payments, side. The difference between the totals of the two 
columns is the excess of the receipts side over the payments, and is 
the balance of cash in hand, which should agree with the actual 
cash when that is counted. The amount is inserted in the Cash 
column on the lesser side (which is the Cr. side) and is preceded by 
the words “‘ By Balance of Cash in hand.” With this balance 
inserted, the two sides when totalled should agree in amount. 

A similar procedure is followed in balancing the Bank columns, 
but in this case, if there is a bank overdraft the balance will be 
inserted on the Dr. side, otherwise on the Cr. side. With the 
insertion of the bank balance on the Cr. side, preceded by the words 
“ By Balance at Bank,’ and the totalling of the Bank columns, 
the balancing of the Cash Book is complete. The balances of cash 
in hand and at the bank are carried forward to serve as the first 
entries for the next trading period. 


328 THE ACCOUNTS OF THE EDUCATION DEPARTMENT. 


The Ledger and its Posting. 

Having reviewed and explained the Cash Book, we can now 
proceed to explain the ledger. It is ruled with columns for date, 
reference number, narration, and amount, ie., £ s. d., columns. 
A debit and a credit side are required, and together they constitute 


Dr. Cr. 


Date. Ret. | 


a folio. A folio is reserved in the ledger for each class of activity 
the receipts and payments for which it is desired to record 
separately in the Education Account in the balance sheet, e.g., 
week-end schools, concerts, etc., and for each class of receipt and 
payment not falling under these headings, e.g., committee fees, 
delegations, etc. ach item in the Cash Book is posted to its 
appropriate account in the ledger. Items on the Dr., or Receipts, 
side of the Cash Book are posted to the Cr. side of the ledger, thus 
completing the double entry; and items on the Cr., or Payments, 
side of the Cash Book are posted to the Dr. side of the ledger, thus 
completing the double entry of these items. 


At the end of the period to be covered by the accounts, the 
ledger accounts are totailed and balanced, as explained later, 
to give the information required for the published accounts. 


Entering and Posting Some Typical Items. 

Having now explained in outline the method of entering and 
balancing the Cash Book, and of entering the items in the ledger, 
it will be convenient to examine the entering and posting of a 
list of entries assumed to represent the receipts and payments of 
the Education Department of a society for one month. Afterwards 
the preparation of the balance-sheet accounts from the ledger 
can be undertaken. 
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fL 
Vatiele—— Balanceroticash in hand cee: seesseeseeseeeeecee cee ccee 2 
og Ue Teallewaves) on @asvn aye Teyemal =. hacconsassadGnauecheudohesGeepeareeee 50. 
», 2.—Received and banked cheque for education (arg aRe. sagonae 100 cheque. 
», 3.—Paid concert party for services at propaganda concert... 10 cheque. 
» 4.—Paid R. Roe delegate’s fee attending conference at Bury 1 cash. 
feo -—-RECelved TOL CLASS TEES, ce cnccackiieccccmorcesene neces cucceccande 2 cash 
oy Gia Govnserae ASSO) 5. cocessbsdeedaded bb sdeone Haron sRSoR ROR RES CA 2 cash. 
,, 8.—Paid W. Wood, lecturer at week-end school..............- 4 cheque. 
,, 8.—Received students’ fees at week-end school ............... 3 cash. 
,, 9.—Paid New Era Press for advertising— 
(GESEES) _-cogssugunds on desea anetage wad Save suSoMeAaEacheeae £1 
Weekend Schoolenscencsccscncnctecse oeeesorensmeeecne i Zechedtier 
,, 10.—Paid Confectionery Dept. for refreshments— 
Week-end school Ptossmenleneerne aacsnasesceceeasescacter £2 
CONGCEL tmeeeescsticonercemecseesereicumantercee oeernorac en: 2 —4 cheque. 
Pp ealdeArsecllarion books for library y.:s-1 occ sereseen rece 5 cheque. 
Plo Received library tines trom dibratian sc. sesnssceees see seeee 1 cash. 
» 17.—Received for sale of Co-operative News, general office... 4 cash. 
MLS — batdein toma kin eae cas semecwe reas saceeses ss cacuis sate cas sctodeeh 10 cash. 
,, 20.—Paid subscription to Education Association ............... 2 cheque 
Me © ald SUDSCHIPLION TO. WeIS.AL fvsncsnsduvvdasasotcedetonaseosis 1 cheque. 
,, 22.—Paid Co-operative Union for pamphlets...................6 2 cheque 
,, 23.—Paid Co-operative Printers Ltd. for posters, etc.— 
Wieek-endischool osecc.nces ses cots sdcussrists ties ohensses £2 
(CIASSE Siro neti ce sie vis seteioiristicier aisaatols meee icine eive sate niasjad masta 1 
COM CELTS Merc sicieiee erst sisigteslerisleis a s\aleinlafels sieiaate cue ceieis:c S de ale ha 2a ometle dite. 
ee ee RECELVEC fOL Sale Of PAilPlletsmera..-cosseavere css: seine cash. 
», 27.—Paid secretary for stamps and stationery .................. 1 cash. 
Pest Dre watroll, balor .sescancecece ccm ecneccsincedisienss Panesisaieeiees 10 cash. 
Pe OEP AIG (COMMIMIELCE 1CES. as eveessetasls vee veles side cossectesdeceeneswes Ze cash: 
PA ATUL EATIATION: aise dere dewiewesaireicle seine iewirisiseasucercecescewepenee 1 cash. 
7 ol.—Paid teachers’ salaries for MOonth..........0.0ceccsssccccessees 4 cash, 
PEO AIG CHOIMTMASTET sejsieictsi cis s ois sletslto vise o 0 vle'e 4. slaaiaie a sis wie sine eis eiese 2; cash. 
», 31.—Paid National Co-operative Publishing Society for 
(CONG RETLIGIE:, INOS sect oc sono OBC pIERUBE EE BECBOGSDAC SE SEBCONOD 6 cheque. 
», 31.—Paid W. Jones for hire of room for concert ............+++ 1 cheque. 


The following is the list of items taken:— 
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When the above items are entered in the Cash Book and the 
balances have been inserted, this book will appear as shown on pages 
330 and 331. 
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CASH BOOK.* 


Dy. RECEIPTS. 
Date. eee From For nore Details. | Cash. Bank. 
Jans el To Balance of Cashin & : & 
ATIC, Pepcaesestantuhneeenrevdecsawdunereeressse BAC 2 2 oo 
S 1 aes », Balance of Cashin 
Banik y2leed ases:\pseasvavearsssrsstteaeeastueen eis 50 ear 50 
“i z | 1 ser DOCIEL Yt snaiecennene Baucadon Grant....... q 100 ae 100 
a 5 2 >» sundry Persons ...| Class Fees ...........-.. Zz 2 2 
aj 6 3 », Sundry Persons ...| Concert Receipts....... rete 2 2 
oe 8 4 », Sundry Persons ...| Fees at Week-end 
SChool ccczscasevssenne 4 3 3 
3, 15: 6 », Sundry Persons ...| Library Fines ......... 5 | 1 1 ae 
ld 7 », General Office .....| Sale of Co-op. News... 6 4 4 et 
Peewee A C/- 7 Cash Account:..... Payment to Bank .... =o 10 ees 10 
& 9S 8 », Sundry Persons ...| Pamphlets .............. | 7 i 1 
Ny ed C/- wey OOD cea tebe caremecies Cash withdrawn ....... ale 10 10 oan 
| 
if 
| | \ | 
| 
| \| 
| 
| | 
| | | 
| 
| } 
| 
| 
| 
| 
| 
POWAL wisuanensiaretesencs ; pancakes 185 25 160 


* Columns for £’s only are shown in this 
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JANUARY, 1926. 


‘ 


PAYMENTS. Cr. 
Date. ee To For eee Details. | Cash. Bank, 
Jan. 3 3 By “ X.L.” Concert : : : 
Party Pitadscece sss Services at Concert... 1 10 10 
Pa 4 9 bo) Eko ROG” <c,-ccanseces Delegation Fee ........ 2 1 1 
‘3 8 4 oy We WOOd ceccexccs. Lectures at Week-end | 
Schooler snecevdtee sone 3 4 | 4 
MD 9 » New Era Press Advertising— 
a 9 2 Classes! siecscseoesese 1 
$y 9 4 Week-end School... 4 1 2 
sent) pp ead secaoesensnatsceed Refreshments— 
speed ka) 4 Wecek-end School... 2 
3, #10 3 (Goncert a cncrcecsesess 5 2 4 
» 12] 6 | ,, A.Sellar.............] Books for Library...) 6 || 5 5 
pe LS, ts BaD. secon secesacenes Deposit of Cash ....... 10 10 
eea20 10 », N.W. Educ. Assoc! Subscription ........... 7 2 2 
re e3) 10 by Weld sA ceases seeahess Subscription ........... 8 1 1 
RB 8 ,, Co-op. Union.......| Pamphlets .....4......- 9 2 2 
oe », Co-op. Printers Ld} Posters, etc.— 
ae 4 Week-end School... oy 
ee 2 Classes: siescedscsenees 1 
me 23 3 Concerts! iesecssseca 10 z 5 
eae VA 11 ige DOCKELALY: ccacesese Stamps & Stationery. 11 1 1 
ay cod C/- », Cash Account ....., Bank Withdrawal .... 10 10 
By Ol 5 », Committee ......... BOGS. cceasacsaccuectesssts 12-17 2 va || 
i) ol 6 ;, Librarian ..........| Salaxyiicsestkeossneansvxe 18 1 1 | 
a ES 2 PELL ACHCLS rape ass cess ALAMIES conse oan tneees 19-20 4 4 
a 12 », Choirmaster ....... | SALA tessieacacaresaedass 21 2 2 
rol of » National Co-op. 
Publishing Soc.| Co-operative News, etc 22 6 6 
Pie ach 3 BN a DOMES waciniatsres Use of Room for Con- 
COT Urinsimacccescs essen Var 23 1 1 
FLOtAUPaVINCNStescencse-oe-secescsee 73 2) 52 
Balaneeor Casi mhand andyat Bans ....--2--<.-m-scsde-tsseesvoresessacencrrscessee 4 108 
| = 
MODAL ecrmacccecsoceesecsaccenee ess pass 73 25 160) 


illustration owing to limitation of space. 
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The secretary will post the items from the Cash Book to the 
ledger, accounts being opened in the ledger for each of the various 
classes of activity (week-end schools, lectures, etc.) and for each 
of the other classes of receipt and payment, as previously explained. 
When posting the items, he will enter the number of the ledger 
folio in the reference number column of the Cash Book, and the 
number of the Cash Book folio in the ledger account. From the 
data in these ledger accounts, the Education Department’s accounts 
for balance-sheet purposes can be prepared. If the items in the 
Cash Account on pages 330 and 331 are entered in the ledger, the 
accounts in that book will appear as follows, and will be totalled 
at the end of the period as shown:— 


LEDGER ACCOUNTS. 


Page 1. 
EDUCATION GRANT. 
Dy. * QUAVICTHENALNE te. cnacnenaeencean se ceeeecinass Cr 
| | GiBy £ 
| | Jans 2) By SOGiety torcce scarce eaeees 1 100 
7 Page 2. 
Dis CLASSES ACCOUNT. Cr. 
| (3) a C.B £ 
Jan. 9 | To New Era Press—Ad- | Jan. 5 | By Sundry Persons—Fees| 1 2 
WELtiSin ge, feccecuueewecs 1 1 I 
» 23] ,, Co-op. Printers— | | 
| Posters, etc. <-27-s<- 1 if 
ol », Teachers—Salaries...... 1 4 
6 A. e 20 
Page 3: 
Dy. CONCERTS. Cr. 
- | 
GB. - C.B. £ 
Jan. 3 | To “ X.L.” Concert Party| Jan. 6 | By Sundry Persons—Re- | 
| —Services ........2..- 1 10 Got} Sseonoseodacecc. fe! 2 
» 10 ,, Café—Refreshments ...) 1 2 | 
» 23] ,, Co-op. Printers— | | 
Posters, etc. ......0c5s| 1 2 
» 31) ,, W. Jones—Useof Room! 1 1 | 
aot eae ye sl | Bee 
Page 4. 
Dy, WEEK-END SCHOOLS. Cr. 
: = i. =, = 
GB ek C.B. We 
Jan. 8 | To W.Wood—Lecture Fee] 1 | 4 Jan. 8 | By Sundry Persons—Fees) 1 3 
a 9) », New Era Press—Ad- | 
VELUSIM Pincsacannen seta ty} 1 | | 
», 10 | ,, Café—Refreshments....) 1 | 2 
Ay ets ,, Co-op. Printers— 
Posters Eton seesserte ite eee’) | | 
ees) | 30 


* The period to which the entries relate should be entered in each account. Fresh pages can be 
opened for each account each half year, or as the original pages are filled. 
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333 
Page 5. 
Dr. COMMITTEE FEES. Cr. 
CB; £ 
Jan. 31 | To Cash—Committee Fees 
for Month, naccescn 1 2 
Page 6. 
Dr. LIBRARY Cr. 
C.B. is (e783, £ 
Jan. 12 | To A. Sellar—Books........ 1 5 Jan. 15 | By Sundry Persons—Fees| 1 1 
» 31 ,, Librarian—Salary.......| 1 1 
6 1 
Page 7. 
Dr. “CO-OPERATIVE NEWS” AND OTHER JOURNALS. Cr. 
C.B. if C.B. a 
Jan. 31 | To National Co-operative Jan.17 | By General Office—Sale of 
Publishing Society— INGUS Ee. ea eek 1 4 
Co-op. News, etc.....| 1 6 
| 6 io 
Page 8. 
Dr. BOOKS AND PAMPHLETS. Cr. 
i CABE | 8 CB. iG 
Jan. 22 | To Co-operative Union—, Jan. 25 | By Sundry Persons—Sale 
Pamphlets ...../...... 1 2 of Pamphlets ........ 1 
sel arity 
Page 9. 
Dr. DELEGATION FEES. Cr. 
C.B. i 
Jan. 4 | To R. Roe—Delegation te | 
BUEY joes cess cescscore 1 1 i | 
| 1 | | 
i ~ Page 10, 
Dr. SUBSCRIPTIONS. Cr. 
C.B. £ | 
Jan. 20 | To N.W. Education As- 
sociation—Annual 
Subscription........... 1 2 
» 20 | ,, W.E.A.—Annual Sub- 
SCHIP HOM aces eeiome sis os 1 
sae | 
: fen ll. 
Dr. SECRETARY’S POSTAGE AND STATIONERY. We 
| 
Paes tea ea 
Jan. 27 | To Secretary—Postage oe 
Stationery. .....-...... 1 | 1 
eee 4 x 
| | i a 
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Page 12. 
Dr. CHOIR. Gr. 


C.B. | 
Jan. 31 | To Choirmaster—Salary...) 1 2 | | 


} if 
2 | 
| 


———— = 


The published account of the department may be either a 
Statement of Receipts and Payments or a Statement of Income and 
Expenditure.* In the former case, items representing expenditure, 
i.e., payments, are entered on the Cr. or right-hand side of the 
published account, whilst receipts are entered on the Dr. or left- 
hand side. In the latter case, items representing income are 
entered on the Cr. side, and items representing expenditure are 
entered on the Dr. side of the published account. Since all receipts 
bave been posted from the Dr. side of the Cash Book to the Cr. 
side of the ledger, and payments from the Cr. side of the Cash Book 
to the Dr. side of the ledger, the items in the ledger appear on the 
same side as that upon which they must appear in an Income and 
Expenditure Account, but the side reverse to that upon which 
they must appear in a Statement of Receipts and Payments. 

It is a Statement of Receipts and Payments which is recom- 
mended for the Standard Balance Sheet, and therefore the items 
in it must appear on the same side as in the Cash Book, and the 
side opposite from that upon which they appear in the ledger. Hence 
it will be necessary to assume that we are preparing the balance- 
sheet account from the Cash Book, but utilising the totals in 
the ledger (where the items relating to each class of receipt and 
payment have been collected in one group) for the purpose of 
presenting the account with the items classified and therefore 
in a more easily comprehended form than an exact replica of the 
Cash Book would be. 

In the published account it is desired to show the total receipts 
and payments for each class of activity, and this might be achieved 
by entering all receipts on the Dr. side and all payments on the Cr. 
side. It is, however, preferable to show the net surplus, or the 
net deficiency, upon each class of activity in which the department 
has engaged, and for this reason to enter the net amount on the 
Payments side if payments exceed receipts, and on the Receipts 


* An explanation of the difference between Income and Receipts, Expenditure and Payments, and 
between an Income and Expenditure Account and a Receipts and Payments Account is given in 
Standard Co-operative Book-keeping, Part I., Chapters IV. and V. 
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side if receipts exceed payments, both receipts and payments for 
each class of activity being entered, and the difference—the net 
amount—hbeing entered in the final £s.d. column. ‘The following 
figures will illustrate this point. Let it be supposed that during the 
quarter or half year £10 has been paid on account of week-end 
schools, and £4 has been received on the same account. ‘Then, 
instead of entering the items on both sides of the published state- 


ment, as follows :— 
Dr. Cr. 


£ 
To Week-end School Receipts........-....s0+..« 4 | By Week-end School Expenditure............. 10 


the items would be entered on the payments side, as follows :— 


| is £ 
By Week-end Schools— 
PAVINENES er ceeneaenay toe eaten recon 10 
VERANO ASUS oor ncouascereh ie ooo 4 


This method has the advantage of showing at a glance both 
the receipts and payments, and also the net cost of each class 
_ of activity and the net receipts or payments for each class of income 
or expenditure. The members of the society are saved the necessity 
of making troublesome comparison between the receipts side and 
the payments side, and criticism of the account can be more wisely 
directed. 


Preparing the Statement of Receipts and Payments. 

Following these suggestions, the secretary begins the prepara- 
tion of his Statement of Receipts and Payments for the period 
coveted by the balance sheet. ‘The first items to be entered are 
cash in hand and at the bank at the commencement of the period. 
The secretary next examines the ledger, the Dr. and Cr. sides of 
the accounts in that book having previously been tctalled. Remem- 
bering that the Dr. side represents payments and the Cr. side 
represents receipts, he notices which side of the ledger account 
has the bigger total, and enters both receipts and payments on 
that side of his balance-sheet account—receipts or paymeats— 
which is represented by the bigger total in the ledger. He enters 
both receipts and payments in the ivner column, deducts the lesser 
total from the greater one, and enters the difference in the final 
£ s. d. column of his account. As all receipts and payments have 
been entered in the ledger, his balance-sheet account will be com- 


336 THE ACCOUNTS OF THE EDUCATION DEPARTMENT. 


pleted when he has entered all the ledger totals, except for two 
items—the balance of cash in hand and the balance of cash at the 
bank at the end of the quarter or half year. These items he will 
obtain from the Cash Book, and from this book, also, he must 
enter into his account any bank interest or bank charges for the 
period, the former being treated as a receipt, and the latter as a 
payment. 

Assuming he has been preparing the account from the data 
already given in this chapter, the Statement of Receipts and 
Payments for the period will appear as follows :— 


Dr. STATEMENT OF RECEIPTS AND PAYMENTS. Cr. 
RECEIPTS. £ £ | PAYMENTS. £ Pe 
To Balance of Cashin hand, Jan. Ist..| 2 || By Classes *(3)— | | 
af * ,, at Bank, Jan. Ist..| 50] 52 | Payments. seccg-as-es-cossseeeceseeee Gs 
— | RECelptS .ki.sss.s0vsseeveas aes sastacted 2 74 
3 (Grant for Hducation: 22.2. 7. virec.r.- | 100 } 100 | aes 
|| ,, Concerts *(1)— | 
Pa YBIGHtS5.-<cens- caaasneusccananeocee aes 
) INGE YG) oc Eocc cecerceesuecrecereneet ce {oD ts 
|| 
| ,, Week-end Schools *(1)— 
| Payments. ccsonincsstceaeanceateeeeee 9 
IRECEMpTS ecerean= ees nene caesarean 3 6 
| ,, Library— 
| PAyIHeMtS csc ss.caceses ss caeaecneeeeee 6 |} 
| Reel Pts 2c... so sees ave ca taceteneceseee a 
,, Co-operative News, etc.— 
2 i CE eee eee ee eee eee | Sal 
IRECENDUS: sivas acecmpecacesecareenanen ee! 2 
i », Books and Pamphlets— 
| Payments. s.<..-cncnancencvevmeccmeuns 2 
1] RECeIDES isu s,- stes san ssencaeeaersmeceed 1 el 
A. CHOI Sov. ae teenie oe es toes soe ae 2 2 
»» Committee Bees... <.cisccscecesvoscemnes 2 2 
yy, Dele@atloas: Givieccscasverenesesbcncnewame Li 1 
5, Subscriptions— 
\| N.W. Education Association ..... 2 
| | Wisi Ales We csccnes canis Sateciteanisenie aunts 1 3 
| », Postage and Stationery ............. 1 1 
| | \| =) 
| »> Balance of Cash in hand.............- 4 
| - - at: Bankieciccacscre 108 | 112 
| | 
Cres nee: pec ae 
£152 || £152 
| | 


* The numbers in brackets indicate the number of classes, concerts, etc., to which the receipts 


Statement of Liabilities and Assets. 


The foregoing account, whilst showing the balance of cash 
in hand and at the bank, does not show the whole of the Education 
Department’s assets and liabilities. In order to show the true 
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financial position of the department it is necessary to ascertain 
the outstanding liabilities and the assets of the department. For 
this purpose the secretary examines his file of unpaid invoices and 
summarises the amounts unpaid, adding any other items that are 
owing but for which no invoice has been received. He also lists 
any amounts owing to the department, and embodies all the 
liabilities and assets in a statement, which may take the following 
form. ‘This statement shows the surplus standing to the credit 
of the department, this surplus being the difference between the 
liabilities and assets. 


STATEMENT OF LIABILITIES AND ASSETS, JANUARY 31st. 


‘ LIABILITIES. £ ASSETS, if 
Owing for Co-operative News, etc. .ec.ceceeeeee 3 J. Jones, owing for Books 2 
use of Rooms for Classes .......... 2 Cash in hand 4 

Batance (Surplus) to Credit of Dept. ......... 109 », at Bank 
£114 £114 


Closing the Ledger Accounts.- 

Before leaving these accounts, it is necessary to say a little more 
about the ledger accounts. If the Education Account takes the 
form of a Statement of Receipts and Payments, the ledger account 
can be left as shown on pages 332, 333, and 334, with the totals 
inserted, for these accounts have been employed merely for the 
purpose of grouping kindred items of receipt and payment, and, 
strictly, they are not ledger accounts which are employed as they 
would be employed by the trading departments of a society. In the 
latter departments the ledger accounts would be balanced and 
the balance would be carried to the opposite side of some revenue 
account, such as the Trading Account. Should there be a desire, 
however, to “ finish off’’ these accounts by balancing them, they 
can be balanced as shown in the following example, the balance 
being carried to the same side in the published Statement of Receipts 
and Payments :— 


Dr. WEEK-END SCHOOLS. Cr. 
£ ; * 
To W. Wood—Lecture Fee.......... 4 By Sundry Persons—Fees ...-.s...ss00siee. 3 
», New Era Press—Advertising... 1 » Balance, as entered in Statemeut of A 
9, Caf—RefreshMents........cscsrcescsessrosees 2 Receipts-and! Payments: ...5.0.005.s.s000 6 
;, Co-operative Printers—Posters, etc....... 2 
£9 £9 


338 THE ACCOUNTS OF THE EDUCATION DEPARTMENT. 


If all the accounts are balanced in this fashion, the balances 
ot the various accounts should appear as shown in the outer column 
of the Statement of Receipts and Payments given on pages 330 
and 331. A line is ruled across each page at the end of the trading 
period after the balance sheet has been prepared. 


The Preparation of an Income and Expenditure Account. 

We have explained the method of preparing and submitting the 
accounts of the Education Department as recommended for the 
Standard Balance Sheet, on the assumption that the department 
‘keeps its own funds, makes its own payments, and keeps its own 
‘accounts. ‘the same method is suitable where the general secretary 
‘of the society keeps the accounts, if he maintains a separate banking 
aecount for the Education Department. This meets the case of 
societies in the position of No. 2 mentioned on page 319. 

Even in the case of No. 3, the same procedure is possible so 
far as the compilation of a Statement of Receipts and Payments 
for education is concerned. A difference arises in respect of the 
liabilities and assets, for these, it is stated (page 320), are entered, 
in the case of No. 3, in the general statement of the society’s 
liabilities and assets in the balance sheet. In this case (No. 3) it 
is possible, however, that the secretary may prefer to publish 
the Education Department’s account as an Income and Expenditure 
Account rather than as a Statement of Receipts and Payments. 
It may also be preferred in other cases, and for this reason we shall 
proceed to explain its compilation. It is a little more difficult 
to prepare than the Statement of Receipts and Payments, but it 
is more exact, since it shows all the income of the department for 
the period—whether actually received or not—and all the 
expenditure of the department, whether actually paid or not. 

Receipts and payments can still serve as the basis of the account, 
and the method of preparing ledger accounts as already explained 
in this chapter can be followed. The society’s secretary can post the 
items to the ledger from his Sundry Receipts and Payments Books, as 
was suggested for the postings from the special Cash Book explained 
earlier in the chapter, or he may enter the items direct in, or transfer 
the items from, his Sundry Receipts and Payments Book to a special 
book ruled with columns for each class of receipt and payment, 
the totals of these columns being posted monthly or at the end of 
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the trading period to their appropriate ledger accounts. ‘The 
following are specimen tulings of such a book:— 


Dy. RECEIPTS. 
Week 
FRom Total. | Classes. |Lectures./Concerts.| Classes. end |Journals.| Library.) Etc. 
Schools. 


—— — | = 


Zos.d) £ os. di ¢ s. df S. d's. dil £ -s. dy £ So dul f ss ids £ Sond. 


PAYMENTS. Cr. 
- | Week- 
To Total. | Classes. Lectures./Concerts.| Classes. end Journals. Library.| Etc. 
Schools. 


Bes Gites. Gl £ os. dil £ s. dj £ «s. dj £ s.d| £ S.C: Los. Gif “said. 


| { ( 


The ledger will give the total receipts and payments of each class, 
as in the ledger previously explained, and our explanation will 
proceed from this point and on this assumption. ‘Thus an Income 
and Expenditure Account can be prepared from the ledger, 
irrespective of the methods of recording the receipts and payments 
prior to their entry in that book. 

It will be realised that receipts do not always coincide with 
income, and expenditure and payments do not always coincide—- 
an Education Committee, for example, may expend £50 in purchasing 
a piano, but that does not mean that they pay for it “ on the nail.” 
The ledger totals which represent receipts and payments have 
therefore to be adjusted in order that the true income and 
expenditure may be ascertained. Roughly speaking, it may be 
said (1) that the amount of the payments must be increased by 
amounts owing by the Education Department at the end of the 
period (these represent unpaid expenditure) and reduced by 
amounts owing by the department at the commencement of the 
period (these represent expenditure of the previous period paid 
during the cutrent period), and (2) the amount of the receipts must 
be increased by amounts owing to the department at the end of the 
period (these represent unreceived income) and reduced by amounts 
owing to the department at the commencement of the period 
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(these represent income for the previous period received during 
the current period). 

The first step is to prepare a statement showing what was 
owing “to” and “by” the department at the commencement 
and end of the period. Following the items given earlier in the 
chapter, let it be assumed that at the beginning of the period the 
Education Department owed £2 for committee fees and £3 for 
supplies of the Co-operative News, whilst £2 was owing by the 
general office for sales of the Co-operative News at branches; and 
that at the end of the period the department owed £3 for supplies 
of the Co-operative News and {£2 for the use of rooms for classes, 
whilst J. Jones owed {2 for books. 


The items owing ‘“‘to’’ and “by ”’ the department at the end 
of the previous period (i.e., the commencement of the current 
period) are pait of the income and expenditure of that previous 
period, and will have been treated as such. They will have been 
entered in the appropriate ledger accounts in the manner explained 
below for the amounts owing “to” and “‘ by”’ at the end of the 
current period, and will have appeared as liabilities and assets, 
either in the General Statement of Liabilities and Assets in the 
balance sheet or in an Education Department Statement of 
Liabilities and Assets. 


The important point to be noted at this stage is that each 
amount owing “to” or “by’”’ at the end of the previous period 
must be entered in its appropriate ledger account for the current 
period—on the Dr. side if it is an asset (i.e., something owing to the 
department), and on the Cr. side if it is a liability. Items owing 
at the end of the current period must also be entered in their 
appropriate ledger accounts but on the reverse side, ie., assets 
on the Cr. side, and liabilities on the Dr. side. Debts owing by the 
department will thus be added to its payments (Dr. side of ledger), 
and debts owing at the commencement of the period to the Cr. side. 
The amount of payments thus adjusted gives the amount of actual 
expenditure for the period. In a similar manner the receipts are 
adjusted to give the actual income for the period. 

These adjusting entries for the ledger can be posted from a 
statement of debts owing “to” and “ by”’ the department at the 
beginning and end of the period, the amounts for the former date 
being obtained from the balance sheet or the previous statement, 
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and for the latter date from the file of invoices owing and other 
available sources. The statement can take the following form:— 
DEBTS OWING AT COMMENCEMENT OF PERIOD. 


Dy. Owing by the Department. Owing fo the Department. Cr. 
d if 
Committee Fees ..... SaWscisisnnGnlantnchsieseaivabiaciesove 2 General Office—Sale of Co-operative News... 2 
N.C.P.S.—Co-operative News ..ccccccccccc., 3 
£5 £2 


DEBTS OWING AT END OF PERIOD. 


Dr. Owing by the Department. Owing to the Department. Cr. 
co £ 
N.C.P.S.— Co-operative News......cecccccccceees 3 Jp Jones Booksus. sec seatscehetesseacsccssecress 2 
Use of Rooins for’ Classes, .c......cc.ccecseces0s: 2 | 
£5 | £2 


The ledger accounts given earlier in this chapter (pages 332 
to 334) that would be affected by these entries are (1) Committee 
Fees, (2) Co-operative News and other Journals, (3) Classes, and 
(4) Books and Pamphlets. ‘These ledger accounts, with the fore- 
going adjustments entered, would appear as follows:— 


Dr. COMMITTEE FEES. Cr. 
i 
Bfectiece Lemme DON GASH cscseencencoeeeccsseeoaete orcaes 2 Jan.s 1. By Balance Owing iicss.:csscceesessss 2 
£2 wee hee 
[Be ‘“‘CO-OPERATIVE NEWS”’ AND OTHER JOURNALS. Cr. 
is £ 
Jan. 1 To Amount owing by General Jan. 1. By Balance owing—N.C.P.S......... 3 
Office for Sale of Co-operative » 17.  ,, General Office—Sale of News... 4 
News », 31.  ,, Balance carried to Statement 
pole 5, wank (N.C. ; of Income and Expenditure... 4 
News, etc cncenaboobasoscaceeys 6 
» 31. ,, Amount owing (N for 
INEWSHEUCE cclouectccavescccesersss 3 
ai _| av 
Dr. CLASSES. a Gr. 
£ F £ 
Jan. 9. To New Era Press—Advertising... 1 Jan. 5. By Sundry Persons—Fees............ 2 
+ 23.  ,, Co-operative Printers—Posters, » 31.  ,, Balance carried to Statement 
Ct Ovarscscdnaorestesucioosenwiscsasiswate 1 of Income and Expenditure... 6 
Fanos eLeachers—Salariessessecsesssovces 4 
» 8. ,, Amount owing for Use of 
ROOMS wepinseetoteres seegsewesen 2 
= £8 P ee £8 
Dr. BOOKS AND PAMPHLETS. Cr. 
Jan. 22. To Co-op. Union—Pamphlets ...... 2 Jan. 25. By Sundry Persons—Sale of Pam- 
» 31.  ,, Balance carried to Statement Phlets ....-.sesscecsressvsscnedesee 1 
of Income and Expenditure... 1 » 31.  ,, Amount owing for Books ....... 2 
je eet 13 


It will be noticed that these ledger accounts are closed by an 
entry “To (or By) Balance catried to Statement of Income and 
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Expenditure.” The amount is in each case carried to the opposite 

side of that statement, where the amount of the balance may be 

entered as net income or expenditure, or, following the plan of 

the Statement of Receipts and Payments explained earlier, the 
total income and total expenditure on each account may be entered 

in the inner column, and the difference—surplus of income over 

expenditure, o1 of expenditure over income—uiay be entered in the 

outer column. 


When all the ledger accounts have been closed in the manner 
suggested by transfer to the Income and Expenditure Account, 
that account should appear as below. It will be noticed that 
cash in hand or at the bank is not inserted in the Statement of 
Income and Expenditure, for the department’s income and 
expenditure are independent of its cash position. The Statement 
of Income and Expenditure is supplemented by a Statement of 
Liabilities and Assets prepared on the lines previously explained, 
and showing agreement with the statement of debts owing, 
explained on page 341. 


INCOME AND EXPENDITURE FOR PERIOD ENDED 


Dr. JANUARY 3st. Cr. 
EXPENDITURE. £ £ INCOME. £ £ 
To Classes— By Edtication Grant...<.cc0-c.sessesessense | 100 | 100 
IS xXPENGLUULe Reetaseceswervaseuadeoswe 8 {<a 
AUMGOMLESeacnayeseuseaaananaalsettauweetlss 2 6 || ,, Books and Pamphlets— i 
| DACOME iesesracseseccscoesorendeaaeneseas 3 
», Concerts— ES pendi ture ..ccscccccsess-sassveevcees 2 1 
PY XPONGILUTE Laneeenadeae species cana ce 15 ——— 
THCOMBED acteccsscacchecwasetspucse sce 2 { 
—} 13 
», Week-end Schools— 
ISX PEM CICULE cercoocinassriecivscasenee es: 9 
TINGOUME Sy ecapaccae chsacattonis ae sielctestelsttets 3 6 
», Library— 
Expenditure saccctssocescsretweeatn ee 6 
UnNGOME se cwenseaventene cer nemeced aces 1 5 


», Co-operative News, etc.— 


PR penditre cacvevecierstveceioqeceers 6 
[NOOMIE isensiveneinrvuacuvaineNe cecvekes 2 4 
sy CHOIE, Me reccreen tottuccenreceetremees! One 
5, WGI RATIONS: ancavencauksatdnenasbaeceese it 1 
», Subscriptions— | 
N.W. Education Association ..... 2 } 
IW iSHAL® accvo Wavatersaseechcaemencst 1 3 
», Postage and Stationery ..............- 1 1 
TOtal ars csecsencces 41 
» Balance (Surplus) of Income over 
x penciture’. sn acwessiuonaveseee 60 


£101 £101 
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STATEMENT OF LIABILITIES AND ASSETS, JANUARY 3lst. 


LIABILITIES. £ ASSETS, 
IN CIPS, (fOr NEWS yi OtGsy se ckoswasssevesessseovunnss 3 J. Jones—Owing for Goods ............ ; 7 
Useiof Room for Concerts: scsscessecessysaeresces 2 GCashiinvhandeeccuss.cescsecenectes 4 
Balance to credit of Education Department 109* Ho) PE MB AML aad Setercceweeuga ren fepsiciat oeweaerealias 108 
£114 £114 


_ The two accounts given on page 342 and above show the financial 
results of the activities of the Education Department during the 
period covered by the accounts, and also its position at the end 
of the period. The Statement of Liabilities and Assets may either 
be printed separately in the balance sheet, or its figures may be 
incorporated in the General Statement of Liabilities and Assets 
as published in the Society’s balance sheet. In the latter case 
the entries would be— 
On the Liabilities side— 
Education Accounts owing ..... £5 


MAMCotION MUG. s-cccnh sao £109 
On the Assets side— 
Education Accounts owing ..... 42 


On the assumption that the Education Fund is not separately 
banked the foregoing would be sufficient—the cash and bank 
balances would be included in the general cash and bank balances. 
If the fund were separately banked, the amount of cash in hand 
and at bank should be separately stated on the assets side. 


Bank Reconciliation Statement. 

As mentioned on pages 326 and 327, on account of cheques 
sent out not being returned and cheques received not being paid 
in, there may be a difference between the bank balance as recorded 
in the Cash Book and the bank balance as recorded in the bank 
pass book. To show that there is no essential disagreement between 
the two totals, a Bank Reconciliation Statement is prepared. An 
explanation was given in Part I. (pages 211-212), and is here 
repeated. 

The statement may commence with either the balance as per 
Cash Book, or the balance as per bank pass book. Assuming the 
former balance to he the commencing figure, it will be in excess 


* As shown by the account on page 342, the balance to the credit of the department has increased 
by £60 during the period. At the beginning of the period, Cash in hand and at Bank was £52 (vide 
page 330), and £2 was owing to the department by the general office (vide page 341)—a total of £54, 
whilst £5 was owing by the department (vide page 341), leaving a difference of £49 to the credit of 
the department at January 31st, which was increased to £109, 
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of the latter by the cheques entered in the Cash Book and not 
paid in at the bank, and less than the latter by the cheques paid 
out and entered in the Cash Book but not yet returned to the 
bank or entered in the pass book. Cheques in hand will therefore 
have to be deducted from, and cheques not yet presented at the 
~ bank will have to be added to, the Cash Book balance to bring it into 
agreement with the balance as recorded in the bank pass book. 


The statement, on the assumption that a cheque for £50 entered 
in the Cash Book as received is still in hand, not having been paid 
to the bank, and that two cheques for £30 and £20 paid out have 
not yet been presented at the bank, will appear as follows — 


Bank Balance, as per Cash Book ...........sssseeeeeeees 800 
Add Cheques paid out and not yet presented— 
PUM lien tieaee esa sh tad een tascaaion me eeetes sane £30 
WESC] ONES Wetiee eee cvuncezesses seer etiees caer eeagcars £20 50 
£850 
Deduct Cheque in hand not yet paid to Bank— 
Ve Hob bsitecasccscanccnueseestnne en concent meee 50 
Bank Balance, as per Bank Pass Book ................. £800 


Allowance will have to be made for cheques paid into any bank 
which is acting as agent for the C.W.S. Bank, if these cheques 
have not reached the C.W.S. Bank when the bank book is made up. 
The amount of any such cheques will require to be deducted to bring 
the Cash Book balance to agreement with the balance as per the 
bank pass book. 


Some Minor Matters. 


As soon as a function such as a concert or week-end school 
is over, a balance sheet for that function should be prepared and 
submitted to the committee. The data for such a balance sheet 
will be found in the ledger after it has heen posted from the Cash 
Book (see page 337 for the basis of an account for a week-end school). 


A monthly financial statement for the library should be prepared 
and submitted to the committee. The data for this statement 
will be found in the Library Account in the ledger. 


Postage, etc., that can be specially charged to some function, 


e.g., postage for circulars for a week-end school, should be charged 
to the account for that function. 
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Conclusion. 

This chapter has been a long one, but its length has been 
increased by the explaining of alternative methods. Education 
secretaries and committees will be wise if they adopt the recom- 
mendations of the Co-operative Union, and adopt the Statement 
of Receipts and Payments as explained in this chapter as part of 
the Standard Balance Sheet. They will find the account simple 
in preparation, clear in statement, and sufficiently exact for all 
practical purposes. 


SUMMARY. 


_ The relationship of the Education Department to the other departments 
is not the same in every society, and the education accounts vary in con- 
sequence. Four principal ways in which education funds and expenditure 
are treated are: (1) where the Education Committee controls its own funds, 
makes its own payments, and prepares its own accounts; (2) where the 
general secretary pays bills and makes out the accounts, but maintains a 
separate bank account for the Education Department; (3) where accounts 
are paid by the general secretary through the ordinary banking account of the 
society, all receipts and payments relating to the Education Department 
being separately recorded in the ledger to the credit and debit of the depart- 
ment; (4) where education expenditure is treated as a trade expense or 
debited to an Education Account, no definite grant being made for educational 
work. 


The rules of the. society, or a resolution of a general meeting, will usually 
determine the nature and amount of the provision for education. Where 
the recommendation of the General Co-operative Survey Committee is adopted 
and a fixed amount per member is provided, the total amount will be debited 
to the Final Revenue Account and credited to the Education Committee 
(if that committee controls its own funds) when the allocation is not specified 
as an allocation from the surplus, and will be debited to the Balance Dis- 
posable Account instead of the Final Revenue: Account when it is a disposal 
from the surplus. When the allocation is to be from the surplus as a percentage 
of the surplus, the Disposable Balance Account will be debited and the 
Education Committee credited with the amount. 


As societies become larger and their educational work more extensive 
and more complex, the tendency is for Education Committees to receive their 
allocation by cheque from the general secretary of the society, to maintain 
their own banking account, and make their own payments. In such circum- 
stances, the education accounts presented periodically can, with advantage, 
take the form of a Receipts and Payments Account and a Statement of 
Liabilities and Assets. : 


For the purpose of keeping the records and preparing the accounts, two 
books are recommended—a Cash Book and a ledger. The Cash Book is ruled 
with three cash columns on each side and with other columns for date, name 
of payer or receiver, nature of receipt or payment, ledger reference number, 
and number of receipt given or remittance note sent with a payment, or 
the number given to the receipt received after making a payment. The 
first of the cash columns on each side records the details of a receipt or 
payment, these being required where a receipt or payment relates to more 
than one account; the second column records receipts or payments when made 
in cash; and the third column records receipts paid direct into the bank, 
(e.g., cheques), or payments made through the bank by means of cheques. 


« 
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The amounts received or paid are entered on their appropriate side of the 
Cash Book, the name of the payer or the recipient of the amount being entered 
in the name column; the nature of the payment and the account to which 
it relates are entered in the next column, the details where the amount relates 
to more than one account being entered on separate lines in the Details 
column; and the amount of the payment is entered in the second or Cash 
column if it is in cash, and in the Bank column if itis a bankitem. At the end 
of the month, or quarter, or half year, the Cash and Bank columns are totalled 
and balanced by the inclusion of the amount of cash in hand and at the bank 
at the end of the period. 


The secretary periodically posts the individual items from the Cash Book 
to the ledger, in which a separate folio is opened for each class of activity, 
such as classes, lectures, concerts, etc., and for each class of receipt and 
payment, such as grant for education, delegations, committee fees, etc. A 
folio account consists of Dr. and Cr. sides of the ledger, and on each side is 
a £s.d. column. Receipts are posted from the Dr. side of the Cash Book 
to the Cr. or right-hand side of the ledger, and payments to the Dr. or left- 
hand side in the account to which they relate. In this way all receipts and 
payments are classified or grouped under the heading to which they belong. 


When making out his statement of receipts and payments, quarterly or 
half-yearly, the secretary commences with an entry of the cash in hand and 
at the bank at the beginning of the period, and next enters the receipts and 
payments as entered in the ledger, the entries in which, being a complete 
posting from the Cash Book, should agree, in total, with the total of the 
receipts and payments in the Cash Book. He then enters the amounts of the 
cash in hand and at the bank at the end of the period, and the two sides of 
the Statement of Receipts and Payments, when totalled, should agree. When 
entering in the statement the total receipts and payments for each class of 
activity, it is recommended that both receipts and payments be entered 
in an inner column on that side of the statement to which the larger amount 
belongs, e.g., on the payments side when payments for some class of activity 
(e.g., concerts) are the greater, and the difference between the receipts and 
payments in an outer column. By this method the cost, or the surplus, 
of each class of activity is clearly shown. When the statement is completed, 
the ledger accounts can be totalled or balanced and then ruled off. 


In addition to the Statement of Receipts and Payments, a Statement of 
Iiabilities and Assets should also be prepared. The secretary should keep 
two files of invoices—one for invoices unpaid and one for invoices paid. The 
file of unpaid invoices will disclose the liabilities for which invoices have been 
received, to which the secretary should add any other liabilities of which 
he has knowledge and for which no invoices have been received. He should 
also prepare a list of assets, including amounts which the department is entitled 
to receive and have not yet been paid. Liabilities will be entered on the Dr. 
or left-hand side of the statement, and assets on the Cr. or right-hand side. 
Cash in hand and at bank will be entered on the assets side, and the difference 
between the two sides will be entered on the lesser side. This difference, 
if entered on the liabilities side, will show the surplus of assets over liabilities, 
and will represent the amount standing to the credit of the department; if 
the difference has to be entered on the assets side, it will show that the depart- 
ment’s liabilities exceed its assets by that amount, which will be the net 
indebtedness of the department. 


In some societies the published account of the Education Department 
may take the form of a Statement of Income and Expenditure instead of 
Receipts and Payments. The Cash Book, already recommended, or the Sundry 
Receipts and Payments Book of the general office, in conjunction with the 
ledger already explained, provide the basis of this statement. If all accounts 
owing to and by the department are cleared at the end of each trading period 
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the ledger accounts will represent the income and expenditure under each. 
heading, and the balances of these accounts can be transferred to the Income 
and Expenditure Statement and will be entered on the side opposite from 
that on which they appear in the ledger. The insertion of these balanccs in the 
ledger accounts on the lesser side will close the ledger accounts, which can be 
ruled off. Alternatively, the total of the Dr. side can be inserted on the Cr. side,. 
and the total of the Cr. side can be inserted on the Dr. side as the amounts. 
transferred to the Income and Expenditure Statement, and this method 
should be preferred when it is desired to show the income and expenditure 
of each class of activity in the published statement, as explained in relation 
to the Receipts and Payments Account, both amounts being inserted on 
that side of the statement—income or expenditure—to which the bigger 
total belongs. 


Where there are amounts owing to or by the department at the commence- 
ment or end of the trading period, these must be taken into account when 
preparing the Statement of Income and Expenditure. A summary of debts. 
owing to and by the department at both dates should be prepared, and the 
separate amounts should then be posted to the appropriate ledger accounts. 
Amounts owing by the department at the commencement of the period should 
be posted to the Cr. side of the ledger, and those owing /o the department 
at this date should be posted to the Dr. side of the ledger; whilst amounts. 
owing by the department at the end of the period should be posted to the 
Dr. side of the ledger, and amounts owing to the department at this date 
should be posted to the Cr. side of the ledger. 


In addition to the Statement of Income and Expenditure, a Statement of 
Liabilities and Assets will be required, or the amounts owing to and by the 
department will be inserted in the general Statement of Liabilities and Assets 
published by the society, according to the method of account-keeping adopted 
by the society. The assets side will include debts owing to the department 
aud also the cash in hand and at the bank, whilst the debts owing by the 
department will appear on the liabilities side, the difference between the 
two sides being the amount standing to the credit of the department. This 
difference will be inserted on the liabilities side, and the two sides of the 
statement, when totalled, should then agree. 


A Bank Reconciliation Statement should be prepared where cheques 
entered in the Cash Book have not been paid to the bank, or where cheques 
sent out have not yet been returned to the bank. Such a statement shows 
that there is no essential disagreement between the bank balance as recorded 
in the Cash Book and the bank balance as recorded in the bank pass book. 


QUESTIONS AND EXERCISES. 


1. What are the four principal ways in which educational income and 
expenditure are treated in Co-operative Societies, and what are the principal 
ways in which societies provide funds for education purposes ? 


2. How are the general accounts of a society affected when the education 
allocation is (a) dependent upon trading results, and (b) independent of trading 
results. Illustrate your answer by giving journal and ledger entries. 


3. What is the difference between (a) Income and Receipts, (b) Expenditure 
and Payments, and (c) a Statement of Receipts and Payments, and an Income 
and Expenditure Account ? 


4. A small society maintains a reading-room, sells the Co-operative News 
at half-price, and organises two lectures each winter. The cost of these is 
described as education expenditure, but the rules make no provision for the 
allocation of a definite amount for education. How should the expenditure 
be recorded in the books and balance sheet of the society ? 
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5. Prepare the rulings of the Cash Book of the Education Department 
of a large society, and enter the following items :— 


4 
han, UH—Cash in hatid 520 onse scteesatistaets ve se isla creieive'ssiel-leslarne 10 
Pee t——Casht at, batik sas. namess cine eecnieeseis anes vewn sents 20 
,, 10.—Received cheque for grant ...........2--+--ee--eee 500 
,, 10.—Paid lecturer at week-end school ..............+ 5 
,, 10.—Received for admission to concert ..........+++- 3 
,, 11.—Paid Glee Party for services at concert........ 8 
,, 12.—Paid advertising account for concert............ 2 
,, 18.—Paid for use of room for concert ...........0.0+. a 
,, 14.—Paid librarian’s salary for month................ 10 
,, 15.—Paid account for Co-operative News ..........-. 5 
,, 16.—Received for sale of Co-operative News......... 4 


cash. 
cash. 
cheque. 
cheque. 
cheque. 
cheque. 
cheque. 
cash. 


6. Having completed the entries asked for in Question 5, open the 
necessary accounts in the ledger and post the Cash Book items to that book, 
showing the ledger accounts with the items included. 


7. How should the secretary of an Education Department control inward 
invoices and also the receipts for amounts received and paid. 


8. The following items are the receipts and payments of an Education 
Department fora month. Prepare from them the Cash Book and Ledger for the 
month, and afterwards prepare a Statement of Receipts and Payments for the 
anonth, and a Statement of Liabilities and Assets at the end of the month :— 


£ 

Jans 1——Cash in hand 2 cecaseseder sre cesasenccsasisteaveies ie 10 
eel CaS hha baba ka aaatnennteiscins nated cela cia taste nuabechie 80 
», 1.—Bank interest added by bank.................... my 
,, 93.—Paid librarian’s salary for Decembet............ 4 
,, 3.—Paid teachers’ salaries for December............ 6 
» 3—Received for admission to concett .............- 2 
7) 3: — Paid concert) party ‘Zi.rsceenes s-seeasoewsoneav ences 10 
» 4.—Paid advertising bill for concert ................ 1 
,» 4.—Paid printing bill for concert..................006. 2 
», 9.—Received for sale of Co-operative News......... 2 


5.—Paid accounts for week-end school— 


TO CtUte Es. coe sagcaicpelnnerourmee valdseiiiesesecticiiee s = 
PAG VeLtiSitig J. ccienisidenaieceanteanansectncrccceces ese 1 
PTINEIMG™ cer veneans Sua deneeaewenas seteies seer econ 2 
Refreshments oc ne-cstneaeestneretset rece or ere 2 
5.—Received for tickets for week-end school ..... 3 
9.—Received for library fines and sale of bor- 
POWEES CALrdSin caucus noteenmettensicsme esse reese 1 
12.—Received for sale of Co-operative News ........ 2 
14.—Paid Co-operative Union for books.............. 4 
167-—Received tomsale of books --scsssssattecs icone 3 
18 >—Grant paidito) Women's) Giildiee..ese.. eee eee 2 
19.—Received for sale of Co-operative News......... 2 
21.—Paid for blackboard for classes..............es«- 2 
22 Paid TOremUsicno rch oliaaeeeeeanaee eater eee 2 
23.—Paid subscription to Education Association... 2 


cash. 
cash. 
cash. 
cheque. 
cheque. 
cheque. 
cash, 


cheque. 
cheque. 
cheque. 
cheque. 
cash. 


cash. 
cash. 
cheque. 
cash. 
cash. 
cash. 
cheque. 
cheque. 
cheque. 
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Jan. 24.—Paid expenses of lecture— £ 

IPE CEUL ET reprise peeisierioie st sissies sstie s ais wisicete se 3 cheque. 
IE POLO LOO LU parse eek tairis “ee eeec ce astie ces tls 1 cheque. 
Hire of lantern and operator ................ 1 cheque. 
PA GSVETEISHIO lon ceinsweaa site ore eitstisinlselesiaasanisntes 1 cheque. 

,, 26.—Received for sale of Co-operative News......... 2 cash. 

,, 31.—Paid account for Co-operative News ............ 12 cheque. 

pp Ode Paid (COMMITEE TEES, ce ccesacrcasaiecisveucsensairenscies omcashe 

,, 31.—Paid W. Smith, delegate to C.W.S. meeting.. 1 cash. 

,, 3l.—Secretary’s postage for month .................. 1 cash. 


Accounts owing, Jan. 31.—Share of Wheatsheaf Account, £5; rent 
of library, £2; librarian’s salary, £4; teachers’ salaries, £4; 
Co-operative News, £5. 


9. From the data given in Question 8, prepare an Income and Expenditure 
Account for the month of January, the amounts owing at the beginning of 
January being: Ljibrarian’s salary, £4; teachers’ salaries, £4; and Co- 
operative News, £2. 


10. The Cash Book of the Education Department showed a balance at 
the bank of £50 at the end of December, and the bank book showed a balance 
of {65 at the same date. The secretary held a cheque for £5 which had been 
entered in the Cash Book, and he had paid out three cheques for £4, £6, and £10 
which had not been presented by the payecs. Prepare a Bank Reconciliation 
Account from these data. ’ 


11. Explain the following terms: Invoice, Remittance Note, Liabilities, 
and Assets. 


12. How should -the following items be treated in the accounts of an 
Education Department ? (a) Postage; (b) rent of rooms; (c) books bought 
for library; (d) books bought for sale; (e) books bought for use of classes and 
lent to the students; (f) music bought for choir. 
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CHAPTER XIX. 
VARIOUS MATTERS. 


the balance sheet and its accounts and the records leading 

up to these accounts. But there are several matters which 
have not been mentioned because appropriate opportunities did 
not arise in these earlier chapters. To some of these matters we 
shall now direct our attention. 


(1) SUPPLEMENTARY ACCOUNTS IN THE 
BOOKS AND BALANCE SHEET. 


The extent of sub-division and amplification of the accounts 


|: earlier chapters we have explained, discussed, and reviewed 


of a society will vary with the size of the society and the consequent 
necessity for presenting detailed information. Some of these 
sub-divisions and amplifications will now be considered. 


Interest Account.* 

The Investments Revenue Account records the expenses and 
earnings of all the society’s capital. Interest payable on shares, 
loans, savings-bank deposits, etc., is debited to that account, which 
is credited with the interest charged to Trading Account, House 
Property Account, and other accounts, and with the interest 
teceivable on share and loan investments and bank balances.+ 
In this same account (Investments Revenue Account) other income 
and expenditure are also recorded, e.g., expenditure and income 
arising from ownership of house property; but it may be desired to 
publish an Interest Account in which only the interest receivable 
and payable is entered. The data for such an account are already 
available in the various ledgers from which the Investments 
Revenue Account is prepared: they are indeed embodied in that 
account, as explained above. 


* An illustration of this account in Llank is givenin Appendix X, + See Appendix X. for example. 
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If an Interest Account is to be prepared as an account sub- 
sidiary to the Investments Revenue Account, the ledger account 
balances—representing interest income or expenditure—are trans- 
ferred to the Interest Account instead of to the Investments Revenue 
Account; and the balance of the Interest Account is transferred 
to the Investments Revenue Account. Such a procedure produces 
the same result in the Investments Revenue Account as would 
have been produced if the ledger balances had been transferred 
direct to that account instead of to the Interest Account. 


An Interest Account can be exemplified from the data relating 
to the New Era Society included in earlier chapters and reproduced 
in the accounts which constitute Appendix XI. Utilising those 
items of that data which are necessary for preparing the Interest 
Account, an Interest Account and the resultant Investments 
Revenue Account for the New Era Society would appear as follows :— 


Dr. INTEREST ACCOUNT. Cr. 
tet fs oa ES 
SRE GEEOS Upaks cee aeesvernacssecvodsxnc<snensias 400 By Interest and Dividends— 
On Shares .. si On Share Investments.............. 160 
ROMEO pre ose renin semsiecitw ea seesss.<rais ( On Loan Investments .. soo, 120: 
On Savings-Bank Deposits ....... Bote On Bank Account si.ccns-ss seer 60 
Bank Interest and Commission... 10 a 
Other Interest payable ............ ne 340 340 
—— », Interest chargeable to Trade A/c.— 
550 550 (a) On Buildings, etc. .........0.4. 220 
;, Imterest charged on Reserve, In- (6) On StocksHete, s.-tanastenswenes 124 
surance, and similar Funds ... 158 158 (c) On H.P. & Members’ Debts.. 9 
CURUS" GS GBecgs cose Goconcenencos 708 708 353 353 
», Balance (Surplus) carried to In- », Interest chargeable on House Pro- 
vestments Revenue Account... 97 97 Pe WO Repo ndnd enc nace nettoresa AG 100 
», Interest chargeable on other Pro- 
perty not used in Trade......... 12 
112 112 
£805 £805 £805 £805 
Dy. INVESTMENTS REVENUE ACCOUNT. Cr. 
Bae 2G is 
To House Property Expenses— By Balance brought from Interest 
Interest on Capital (ACCOMM Gs vanesisves siuepen ovuebtae 97 97 
Depreciation ........... as », House Property Rents, etc.......... 230 230 
IREPAITS, ClCrr. soasnbeowsrarcrcedecere », Income from Other Property not 


a WSCC Hi UEACCs asaensacsisnaaunads 
;, Expenses—Other Property not 


Sel ihay “Whee Eenarensonacenorocoado 22 22 
222, 222 

» Balance (Surplus) carried to Final | 
Revenue Account ........-..+06. 105 105 


£327 £327 £327 £327 
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House Property Revenue Account.* 

Just as the items constituting the Interest Account may be 
segregated from the remaining items of the Investments Revenue 
Account, so may the items constituting the House Property Revenue 
Account. Where they are segregated, the balance of the House 
Property Revenue Account will be carried into the Investments 
Revenue Account, as was the balance of the Interest Account. Ifa 
House Property Revenue Account is prepared, the items of expense— 
which can be included in greater detail than when they are entered 
in the Investments Revenue Account—are derived from the ledger 
accounts, as they would be if derived for the purposes of the 
Investments Revenue Account, as explained in Chapters XI. and 
xe 

Again utilising the data of the New Era Society, and making 
certain assumptions regarding the constituent elements of the 
item of £50 for repairs, etc., the House Property Revenue Account 
would appear as follows :— x 


Dr. HOUSE PROPERTY REVENUE ACCOUNT. Cr, 
e | 7 
To Interest on Capital .............02c0008 150 . BY JREMtS thi soc -wcecneocsaeccoucesecsssterees 80 20 
Pa De DreclatiOn) ss.sercecesrercsteaeceee sees 50 
Gy RO DAMES ca neice sinnr as'edaasweaavceeetensace 10 
Rates and Taxes..... 15 


Insurance ...0000.. 
Ground Rents ..... 


,, Other Expenses 3 200 
200 200 | 
» Balance (Surplus) carried to Final | 
Revenue Account .......cs.0.00+ 30 = 30 
a | —_ 
£230 £230 £230 £230 


Where a separate House Property Account is prepared, the 
items in that account will be omitted from the Investments Revenue 
Account, and the balance of the House Property Revenue Account 
will be inserted instead, as explained above. 


General Property Revenue Account. 

A co-operative society is a property owner as well as a property 
user, but very few societies prepare their accounts in a manner 
which enables them to tell, separately, the economic results of their 
operations as property owners and their operations as property 
users. The so-called trading results of any trading period are 
affected by the past policy of societies as property owners. If 
they have, for example, completely written off certain properties 
which are still in use, and if these properties, in consequence, relieve 


* An illustration of this account in blank is given in Appendix X. 
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the trading departments of interest and depreciation charges, 
the profits of these departments are swollen by the amount of the 
advantage thus conferred. To this extent—the value of the rent- 
free premises—the recorded trading results are not a true reflex 
of the trading operations; and a department which would show a 
loss if charged with an economic rent for the premises it occupies 
may actually show a surplus when it enjoys this subsidy. Such a 
condition must make more difficult the task of supervising the 
trading departments and discovering inefficiency in management. 

An extreme illustration has been given; but in greater or lesser 
degree the subsidy exists in most societies, and it renders less 
valuable a comparison of the land, buildings, and fixtures charges 
of the various branches of a society and the relative efficiency of 
different branch managers. 

A way of overcoming the disadvantages of the prevailing method 
of arriving at these charges is to utilise a Property Revenue Account, 
which is the account of the society as landlord. Each branch is 
charged an economic rent for the premises it occupies, this rent 
being what would have to be paid to a private landlord if he owned 
the premises. The rents so charged are credited to the Property 
Revenue Account, which is debited with all the landlord’s expenses 
of such propetty. These expenses will include ground rents, interest 
on capital, depreciation, certain charges for repairs, insurance, etc. 
The balance of this account—surplus or deficiency—trepresents the 
financial results of the society’s operations as property owner; 
and the amount is carried to the Investments Revenue Account. 

As the subject is more fully reviewed in Appendix VIII., it 
may be left at this point with this brief explanation. 


Working Capital—Funds and Reserves Statement. 

Many societies like to show in their balance sheet the manner 
in which the amounts of share capital, loan capital, etc., and of 
the various reserve funds have been arrived at, and what changes 
have taken place since the previous balance sheet was published. 
The statement we are now considering offers a suitable form for 
presenting that information. An example in blank is given in 
Appendix X., and a specimen statement in briefer form—prepared 
from the data of the New Era Society—is given on page 354. The 
statement in Appendix X. is similar to the statement in the Annual 
Return. ; ; 

The statement commences, for each class of fund, with the 
balance at the date of the last balance sheet; a second column is 

¥ 
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provided for additions including transfers; the third and fourth 
columns record (a) interest as per Revenue Accounts, and (d) 
dividend added, these being followed by a fifth column for the 
total of the preceding ones. The total column is succeeded by a 
sixth column for withdrawals and repayments including transfers, 
and the seventh column records the “‘ Present Claims as per State- 
ment of Liabilities and Assets,’ these claims being the difference 
between the totals in the fifth and sixth columns. 

The previous balance sheet supplies the figures for the first 
column; the Cash Book* provides the figures of contributions to 
Share, Loan, and Savings-Bank Accounts; and the journal (and 
shares summary) records all transfers from Share to Loan Account. 
The Cash Book gives the figure of bank deposits and bank interest, 
whilst the Final Revenue Account and Balance Disposable Account 
give the additions to reserves, education fund, etc. 

The Interest items for column 3 are obtainable from the Invest- 
ments Revenue Account and Final Revenue Account, whilst the 
“Dividend Added’ (column 4) is derived from the Disposable 
Balance Account, Part A. In column 6 the withdrawals, etc., on 
Share Account are distinguished as (1) Withdrawals, (2) Dividend 
and Interest paid, and (3) Transfers. Withdrawals and payments 
of dividend and interest are derivable from the Cash Account,* 
and Transfers from Share Account (e.g., to Loan Account) from the 
journal or shares summary. Bank withdrawals and bank expenses 
are ascertainable from the Cash Book, Bank Pass Book, and Bank 
Reconciliation Account. Withdrawals, if any, from the Reserve 
Funds will be ascertained from the Balance Disposable Account ; 
payments from the Death Benefits Fund from the Cash Account ; 
and Education Fund payments also from the Cash Account. The 
totals in the last column should agree with the amounts in the 
Statement of Liabilities and Assets in the balance sheet of the 
current period. 


Land, Buildings, Fixtures, Machinery and Plant, Live and 
Rolling Stock Statement. 

A copy of this statement in blank is given in Appendix X. 
It will be convenient, however, for purposes of illustration to prepare 
a statement for the New Era Co-operative Society from the data 
given in earlier chapters. The value as per last balance is not 
given, but is ascertainable from other data supplied. The completed 
statement is as follows :— 


* Or the Shares, Loans, and Savings-Bank Summaries. 


i 
4 
) 
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00996 0 0 0006 


VARIOUS MATTERS. 


356 


0 0 £€209% 0 0 2és¢ coals 0 0 i ) 
0 0 OF68 0 0 09 setae 0 ) 09 weenee i te eeee 0 0 0006 tree 
0 0 OS6Z OO) 0S ceerre 0 0 OS pace 0 0 0008 esi 
0 0 066 OOS FOr he 0° 0) 201 bah as 0 0 000T ks 
0 O €80ZI O70) ZS _. 0 0 LIS ea ae 0 0 OO9ZLT 0 0 0006 
0 0 O08T 0 0 006 ee 0 0 00¢ tie : 0 0 0008 0 0 OOF 
0 0 TEst 0 0 69 050" 69 pe ae 0 0 OO09T 0 0 OOF 
0 0 LesE OO {SZ i 0 0 Zt ee 0 0 000F 0 0 006 
0 0 $266 ONO" FSZ 0 0 o£ ioe 0 0 O000T 0 0 OdOT 
ps fF Rae Sea “*P Ae Se es if sane F ete 7 
? ‘yUNODSY s0ueTE *‘(}UMODDW 1970 = 
“sjassy pue UVaA aqesodsiq, 10d 10 Zutpery) “1edaX Jey UMVAA AIVH avaa TIVH 
soryiqery TIVH YOu se ‘uonermoidacy sasuadxq sunmp ONIMAG ‘£ pue 7 Os A 
pqemorerg NOL ONS d Tepeds 0} pasreyy suOTTOuIa] SHIVS SNNNN’I09 eNO a: 
od se AVLOL ZI I 40 ‘TVLOL Av LOL Z 
SDA aoa a ‘UVAA ATVH VOI NOILVIOTUA ACT or 6 8 b ; 
= ‘UVAA AIVH YOd SNOLLONGAC SsaT VIA AIVH } 
: tet eee 0 0 000% 0 0 009FZ 0 0 eeeeee 0 0 Ossé6e F; rer tanec eee IVLOJ, aNvury 
: seeeee weeeee 0 0 0006 0 0 ooze tenes 0 0 00% stew eeeeee * apely UI pasn ou [e}OL, 
3 . 0 0 0008 0 0 OOF 0 0 OOFOT ne neeee sale Sais asia sin edie sa Rearing ase COR F osn oF 
: : 0 0 OO0T 0 0 008 oC ONsts reo “* 9pery, UT pasn jou ssuIpjmg pie pueT 
; i 0 0 0004 0 0 o09ST 0 0 O80ZI es 0 0 O089L% ee SPER UL POs TEA. 
; eee 0 0 00F 0 0 009T 0 0 00F% eee 0 0 000% : "3901S SUL[OY Pur Bary 
H mee 0 0 00F 0 0 0081 0 0 O9ST 0 0 09265 | IE BS Sa 
: ras 0 0 002 0 0 00g 0 0 OozI€ 0 0 oz69 |’ ST Oe SRLS 
: fs toate 0 0 OQOT 0 0 0006 0 0 000s 0 O OO0FT ie “* gpeiy Ul pasn ssuIping pue puey 
: "p Ss ei *p “Ss F “Dp 25 7 ‘p *S “ ‘p “Ss F ‘p tS i 
ite *‘yuNODY epe1y 
tod se “sjdsqy 
SOTAIAG Iay}O pue |) , *yaoqs *yoayS soured *jaoyS aoueleq 
SHIOM WOIf SasVHOuNd aourleg 4sel }se] JO aJep “an[eA 
sigjsuery, ‘amy qse[ rad se jo ayep oO} 0} sayes pue yeulsug 
-Ipuodxy [eyideg c an[eA uor}erpoidag suontpouracy 
9 
ONINAC SNOLLIGAV y e e F 


“SLNAWALVLS AOOLS ONITION GNV HAIT “LNVTd GNV AYANIHOVW ‘SAYNLXIA ‘SONIGTING ‘GNVT 


=* 


VARIOUS MATTERS. 357 


The amounts for column 1 are obtainable from the statement 
at the end of the previous period (and the Property Ledger). They 
ate the amounts of column 1 in the previous statement plus the 
additions recorded in column 7 of that statement. Demolitions 
and sales (column 2) are the same as recorded in the previous 
statement plus any demolitions and sales recorded in columns 
9 and 10 of that statement. Depreciation to date of last balance 
sheet (column 3) is the amount recorded in column 3 of previous 
statement plus the amounts entered in columns 11 and 12 of that 
statement. Column 4 agrees with column 14 of previous statement, 
and the amounts should agree with the amount in the Statement of 
Liabilities and Assets for the previous period. 


The amounts in columns 5 and 6 should agree with the totals 
in the Capital Expenditure Book and the various amounts in the 
corresponding ledger accounts; and, in addition, those in column 6 
should agree in total with the totals of transfers to Capital Account . 
in the Trading Account. Column 7 items should obviously be the 
totals of items in columns 5 and 6; whilst the items in column 8 
are stated to be the totals of the items in columns 4 and 7. The 
items of column 9 are derivable from the accounts in the Property 
Ledger, where the items required for column 10 will also have been 
entered (from the journal, in which book the appropriate Revenue 
Account will have’ been debited, and the appropriate Property 
Account credited). The items for column 11 will be obtainable 
from the various ledger accounts, or from the various expenses 
accounts (Trading Account, House Property Revenue Account, 
etc.), and those for column 12 from the Disposable Balance Account, 
or, in some cases, the Final Revenue Account. The items of column 
13 are the totals of the items in columns 9, 10, 11, and 12; whilst 
those of column 14 are the differences between the items in columns 
8 and 13, and should agree with the amounts in the Statement of 
Liabilities and Assets. 


Investments (including Deposit Accounts) Statement. 

A copy of this statement in blank is given in Appendix X., 
and a completed statement from the data of the New Era Society 
is given on page 359. The Investments Statement is intended to show 
how the values of the investments recorded in the previous balance 
sheet have been increased and diminished to reach the values 
recorded in the balance sheet for the current period. 
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Column 1 of the statement records the value of each of various 
classes of investment as recorded in the Statement of Liabilities and 
Assets of the previous trading period. Column 2 records the 
additions as per Cash Account; and column 3 records the additions 
by transfers, e.g., a transfer of share interest to loan account, or 
a transfer of loan capital to Share Capital Account. These trans- 
ferred amounts reach the investment accounts by means of journal 
entries; and the amounts can be ascertained from the journal 
or the various accounts in the Investments Ledger. Interest added 
to an account, e.g., loan interest added to loan capital, or share 
interest added to loan capital, will be treated first in column 4, 
where all interest is entered (to agree with the interest recorded 
in the Investments Revenue Account). It will then be entered 
on the appropriate line in column 8 as a reduction by transfer, and 
finally in column 3, on the appropriate line, as an addition by 
transfer. ‘Thus, C.W.S. share interest added to C.W.S. loan account 
would be entered in the first line in column 4, the first line in column 
8, and the fourth line (Loans, I. and P. Societies, Other Loans) 
in column 3. 


Column 4 records all interest, and the various amounts in the 
column should agree with the amounts in the Investments Revenue 
Account. Dividends on purchases added to Share and Loan 
Accounts are entered in column 5 from the journal or from the 
Dividend on Purchases Accounts in the Sales and Income Ledger. 
Column 6 merely records the totals of the items in columns 1 to 5. 
Column 7 records the amounts actually received by the society 
for interest on investments and for investments withdrawn or sold. 
The amounts are derivable from the Cash Account. Column 8 
records the reductions by transfers from one account to another, 
and these transfers should agree in total with those recorded in 
column 3. In column 9 any amounts written off during the period 
are entered. These amounts will usually have been written off 
in the Final Revenue Account or the Balance Disposable Account, 
and from these accounts the amounts can be ascertained. The 
final column (column 10) shows the present balance as per the 
Statement of Liabilities and Assets at the end of the period. The 
amounts in this column when added to those in columns 7, 8, and 9 
should give a total equal to the amounts in column 6. 


The following is the Investments Statement of the New Era 
Society prepared from the data in previous chapters:— 
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Preparation of the Tabular Statements (Alternative Method). 

In previous pages we have indicated how (a) the Working 
Capital Statement, (b) the Property Statement, and (c) the Invest- 
ments Statement can be prepared. An alternative method may also 
be explained. . 

If this alternative method is employed, a previously ruled 
sheet must be taken, and the individual ledger accounts must be 
summarised on it. Let us take as an example the Investments 
Statement. The first item is ‘‘ Shares—I. and P. Societies.” This 
heading should first be inserted on the ruled sheet, and under it 
the amount of each I. and P. Society share account in the Invest- 
ments Ledger must be entered. ‘The first entry on the Dr. side 
in each ledger account will be the balance as per last balance sheet. 
This will be entered in column 1. The account will then be examined 
for additions, etc., and the amounts of additions, interest,* with- 
drawals, etc., will be entered in their appropriate columns on the 
tuled sheet. The final balance in the ledger account—agreeing 
with the Statement of Liabilities and Assets—will be the last entry, 
and will be inserted in column 10. When all the I. and P. share 
investment accounts have been examined and entered in the 
summary, the various columns will be totalled, and the totals will 
be the amounts required for the line devoted to Shares—I. and P. 
Societies in the published Investments Statement. Ignoring the 
shillings and pence columns and using numbers for column headings 
to save space, we may prepare a summary showing how the amounts 
for a published statement are arrived at by this method. 

SUMMARY OF INVESTMENTS. 


| 
i ete || 3 AMSG 7 8 9 
| | | 
| 
Bei NOR ME Wk 1] SE a 
SHAREs—I, & P, SocteTies— | | 
pV cwDau inviesouees cues smunnacinat cain ceases 5000 200 120 120 ae 5440 120 | 5320 
Equity Boot Society .....ssesseseee- | 500} 100} 10/ 15} 5} 630] 10] 10] 610 
Co-operative Printing Society........ 500 sas sem 15 | 5 | 520 15 sac) 605: 
| | 
Co-operative Laundry Society ...... I --BOOb has 10 | 10 | 10 530 AH 10 |} 520 
if 
| 
ea | = ae 7 Tlie aaa 
As entered in Investments State-| | 
TIVOINGS cing visde ainslecvaehanestcuaeaeacstartae 6500 | 300 140 | 160 | 20 | 7120 25 140 | 6955 
| 


The ledger accounts which form the basis of the other statements 
can be summarised in a similar fashion. 


* Toterest accrued not yet credited can be ascertained from the Interest Accrued Account. 
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(2) SUNDRY MATTERS. 


When entering the books and preparing the final accounts 
of a society, a number of points will arise, some of which have been 
referred to only briefly in previous chapters, and others of which 
have not been referred to at all. Some of the more important of 
these we shall now explain. These explanations refer principally 
to the manner in which certain items should be treated in the books 
and accounts. 


Wrapping Paper, String, etc. 

These packing materials for shops it has been customary in 
Co-operative Societies to treat as purchases of goods; and it is 
recommended that they be so treated for the purposes of the accounts 
in the Standard Balance Sheet. They should therefore be entered 
in the Goods Purchased Book in the same way as purchases of 
groceries, draperies, etc. In the case of a Productive department, 
they should be entered as manufacturing costs under the heading of 
Stores, and in the case of a Service department, as direct costs 
under the heading of Goods and Stores. 


Inward Carriage and Cartage. 

Inward transport charges, whether rail transport or cartage 
by the society’s own transport department, are treated as an addition 
to the cost of goods, and should be entered in the Goods Purchased 
Account in the ledger. ‘The following will therefore be treated 
in this way: Delivery of goods to warehouse and shops, including 
delivery from warehouse to shops; delivery of goods from bakery, 
dairy, slaughter-house, or farms to the shops or Productive depart- 
ments; delivery of coal from colliery or wharf to the coal depot. 
Where goods are delivered to members, the cartage charge is a 
delivery expense. 


Milk Department. 

We have already explained that a dairy when engaged merely 
in selling milk and not in making butter and cheese should be 
treated as a Distributive department. Any inward carriage or 
cartage of a milk department is therefore charged to the Purchases 
Account and added to the cost of the goods. The delivery of milk 
from the dairy to the shops is an addition to the price, the 
treatment of this cartage item being therefore the same as the 
treatment of the similar item-in the case of other goods delivered 
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to the shops from the supplier, the station, the warehouse, or the 
bakery, e.g., groceries and bread. The cartage charges for milk 
delivered to members are charged as delivery expenses in the 
Dairy Department Account, as was suggested in Chapter XVII. 


Coal Department. 

Carriage or cartage of coal from the colliery, canal wharf, or 
station to the society’s coal depot should be treated as inward 
carriage and cartage, to be added to the invoice cost of the coal. 
This brings the coal department into line with other departments. 
Where coal is carted direct from the colliery to members the 
carting charges should rank as delivery expenses. Cartage of coal 
to members from the society’s coal depot also ranks as a delivery 
expense. Coalyard expenses, e.g., expenses of office, wages of 
baggers, etc., are a Goods and Stock charge in the same way as 
the warehouse expenses of a grocery department. Bags should 
be treated as a revenue item and added to the cost of the goods 
just as the cost of wrapping paper is added to the cost of the goods 
in a grocery department, where packing materials are entered 
with the groceries as purchases. Where the shops or office receive 
orders for coal and collect the accounts, they should be credited 
with a commission for this service; and the selling expenses of the 
coal department should be debited with the amount. The rate 
of the commission will depend upon the extent of the services 
rendered. The coal department is, of course, a Distributive 
department. 


Bank for Small Savings. 

In most societies the business of the savings-bank is conducted 
entirely in the general office; but in some societies special collectors 
are appointed to receive deposits for the savings-bank at various 
centres. The payments to these collectors should be treated as a 
general office expense, thus bringing all societies into line in the 
recording of the savings-bank expenses. The cost of depositors’ 
bank books should be treated as the cost of share and loan pass books 
is treated, viz., among the office expenses, to be ultimately allocated 
with the other office expenses. 


Printing and Stationery, Check Books, etc. 


Where printing and stationery expenses are definitely incurred 
for one department or branch they should be debited to that 
shop or branch; but where they are of a general character, e.g., the 
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printing of balance sheets, notices of meetings, etc., and the pur- 
chase of books for office use, they should be debited either to a 
General Printing and Stationery Account or the General Office 
Expenses, and afterwards allocated to the departments. 

Check books can be treated in one of two ways. They can 
be debited, when purchased, to the General Office; and, when 
issued, debited to the various shops and credited to the General 
Office. Alternatively, the account for check books, when received, 
can be charged direct to the departments, the amount of the charge 
being apportioned among the departments and branches in pro- 
portion to their consumption of check books in previous trading 
periods. 

Advertising. 

When advertising is undertaken solely for one department 
the advertising costs should be debited to that department; but 
when it is of a general character, the cost should be debited to general 
advertising charges, to be afterwards allocated among the depart- 
ments and branches. 

Income Tax. 

Incidental reference has been made in earlier chapters to 
Income Tax; but it is necessary to give a rather fuller explanation 
of the manner in which Income Tax charges should be treated. 
Income T'ax is assessed and collected under five different headings, 
known as schedules, each of which relates to a special class of income. 
The schedules that interest Co-operative Societies are:— 

Schedule A, under which income arising from the ownership 
of land, buildings, etc., is assessed. 

(This is often described as property tax. Though collected 
from the occupier, it is payable by the owner.) 

Schedule B, under which income arising from the occupation 
of agricultural land is assessed. 

(This is frequently described as the farmers’ schedule, 
as farmers are usually assessed under this schedule 
according to rental, though they have the option of 
assessment under Schedule D.) 

Schedule C, under which dividends and interest payable 
from funds of the British Government, e.g., War Loan 

Interest, are assessed. 

Schedule D, under which income arising from trades and 
professions is assessed. (Under this schedule traders’ 
profits are taxed.) 
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The Income Tax Consolidation Act of 1918 provides. that 
societies registered under the Industrial and Provident Societies 
Acts shall be exempt from taxation under Schedules C and D, pro- 
viding they do not sell to non-members and restrict their member- 
ship by their rules or their practice. The clause in the 1918 Act 
reads: “A society registered under the Industrial and Provident 
Societies Act, 1893, shall be entitled to exemption from tax under 
Schedules C and. D, unless it sells to persons not members thereof, 
and the number of its shares is limited by its rules or practice, 
but no member of or person employed by the society shall be 
exempt from charge to the tax to which he would otherwise be 
liable.” 

The principle of collection at source operates in the collection 
of income tax. A borrower of capital is liable for the tax on the 
interest or profits upon that capital, but is entitled to deduct a pro- 
portionate amount from any recipient of a portion of the interest or 
profit that has been taxed. A company therefore pays tax upon the 
whole of its profits, and deducts his share from the amount receivable 
by each shareholder or loanholder. The provision of the 1918 
Act just quoted exempts Co-operative Societies from this liability 
to pay, and therefore deprives them of the right to deduct the amount 
of the tax when paying share or loan interest; but no individual co- 
operator is thereby exempted from paying any amount of tax for 
which he would otherwise be liable. Individual co-operators, if their 
income is above the fixed minima, are therefore liable for income 
tax upon their share and loan interest (not dividend on purchases) ; 
but the amount is assessable upon the individual and payable 
direct by the individual, and not in the manner customary in the 
case of companies and other business firms. 

Co-operative Societies are not merely free from the Liability 
to collect tax under Schedules C and D, they are also free from the 
liability to pay; but the companies in which they may have 
invested some of their surplus capital have to pay the tax and 
deduct it from the interest and dividend they pay to their share- 
holders or loanholders, including Co-operative Societies. Any 
amounts so deducted from their interest or dividend can be reclaimed 
by Co-operative Societies. 

When a society receives interest upon an investment of the 
type just mentioned and tax has been deducted, the Interest 
Receivable Account should be credited with the gross amount of 
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the interest, and the Cash Account should be debited with the met 
amount, which will be the amount received. The difference will 
be the amount of the tax that has been deducted; and this amount 
should be debited to the Income Tax Commissioners as ‘‘ Income 
Tax Reclaimable,”’ the account of the Commissioners being credited 
with the amount when it is paid by them. 


Income tax paid or payable by societies under Schedule A 
is in a different category. We have seen that the Act of 1918, 
following earlier legislation, exempts societies from assessment 
under Schedules C and D, but not other schedules. Tax paid under 
Schedule A is therefore not reclaimable* in the circumstances 
ordinarily prevailing in a Co-operative Society; and the amount of 
the charge is therefore entered in the expenses of the appropriate 
department—as a Land, Buildings, and Fixtures charge in the case 
of the trading departments, and as a House Property expense in the 
case of house property. 


Societies become liable for tax under Schedule B where they 
carry on farming operations, but in certain circumstances escape 
liability, as other farmers may; and they may also secure a refund of 
amounts that have been paid under Schedules A and B; but we 
are not concerned here with the circumstances that give right to 
this repayment.* The tax when charged will be debited to the 
Farms Account with other expenses;t and if any refunds are 
obtained they should be credited to the same account. 


Special Depreciation. 

Special depreciation may arise in two ways—owing to an 
unusual falling off in the value of some asset, or owing to the 
desire of a society in a time of prosperity to set aside a portion 
of its unusually large surplus to reduce the book value of some 
asset, or assets, and thus to strengthen the financial position of 
the society. 

Where the special depreciation is of the first kind, the Land, 
Buildings, and Fixtures charges of the department affected should 
be debited with the amount in the usual way, or if the depreciation 
is of a general character, e.g., land or buildings not in use, the 


* In this book we are concerned with the recording of the entries relating to the tax and are not 
dealing fully with the liability of societies or the manner in which refunds can be obtained, _ The 
Co-operative Union has already published a number of pamphlets in which the liability of societies 
and the circumstances in which refunds under Schedules A and B may be obtained are explained. 


+ See section dealing with Farm Accounts, Chapter XVII. 
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Final Revenue Account should be debited and the Property 
Account credited in both cases. If the special depreciation is 
of the second kind, viz., the application of a portion of the surplus 
in a time of prosperity, the amount should be passed through the 
Disposable Balance Account as a debit to that account. 


National Health Insurance—Working Expenses. 

Many societies carry out certain duties on behalf of the C.W.S. 
in connection with the National Health Insurance Acts, and receive 
payment for the services so rendered. This income is not of the. 
nature of trading income, and for that reason it is entered as a 
Final Revenue Account item in the accounts explained in previous 
chapters. In some societies, however, the amount is treated as a 
credit to Office Expenses on the ground that the wages of those 
who have performed the duties are included among the debit 
entries of the Office Expenses Account; and it is right that the 
earnings of these persons should be set against the wages paid to 
them. Relatively, the amount is small and the latter method of 
treating the item can be approved. 


Bank Agency Commission. 

What has been said above in regard to payments for health 
insurance business transacted by a retail society for the Co-operative 
Wholesale Society applies also to commission for Bank Agency 
work. ‘Treated in the accounts explained above as a Final Revenue 
Account, it may alternatively be treated as a credit in the expenses 
of the General Office. 


Subscriptions and Donations. 

Subscriptions and donations vary in nature and purpose. Some 
subscriptions, such as the subscriptions to the Co-operative Union, 
the funds of the sectional and district conference associations, hours 
and wages boards, associations of management committees, etc., 
are distinctly incidental to the furtherance of the trading opera- 
tions of the society; and these and any other such subscriptions 
for the furtherance of the trading operations should reach the 
Trading Account as General Charges Allocated. Subscriptions to 
a hospital, contributions to a convalescent home, etc., where the 
subscription is less essential to the trading operations but in return 
for which the society, its employees, or members derive a benefit, 
can most suitably be treated as charges against the Final Revenue 
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Account. Other payments made by the society as an act of 
generosity and without the return of a quid pro quo, e.g., a donation 
to a fund to relieve the victims of a long-drawn-out strike or a 
mining disaster, should be treated as a disposal of the surplus 
through the Disposable Balance Account. Where, by the rules, 
any of these subscriptions or donations are to be paid from the 
Reserve Fund, the accounts mentioned above should be first credited 
(with a corresponding debit to the Reserve Fund) and afterwards 
debited with the amount paid. 


Rent of Boot and Shoe Machinery. 


Some machinery in a boot repairing department is hired, not 
purchased outright. In such a case, or any similar case, the annual 
rent charge or hiring charge should be treated as a Land, Buildings, 
and Machinery charge of the department in which the machinery 
is employed. 


Office Machinery. 


Machines are now employed in the offices of many societies. 
Typewriters and adding machines may be cited as examples. Small 
items of expenditure of this nature may be treated as a revenue 
expense of the half year in which they arise, if it is remembered 
that what is considered a small item of expenditure in a large 
society may be considered a large item of expenditure in a small 
society. Larger items of expenditure upon machinery and equip- 
ment may be treated as other capital expenditure is treated, being 
recorded in the Property Ledger and depreciated each half year. 
The depreciation charges, at the rates recommended by the Co- 
operative Union*, will be entered as a Land, Buildings, and Fixtures 
charge in the General Office Expenses, which will be allocated at the 
end of the trading period. 


Collective Life Assurance and Death Benefits Fund— 
Pension Funds. 

The premiums for Collective Life Assurance and the allocations 
for Death Benefits funds can be most conveniently and properly 
treated as debits in the Final Revenue Account; and a society’s 
contributions to its Employees’ Superannuation or Pension fund 
can likewise be debited to this account. 


* See page 89. 
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Stocktaking Expenses. 

These expenses can be debited to each shop or department 
direct (via the Trade Expenses Book and Departmental Expenses 
Book), according to the amount paid for each shop or establish- 
ment, or they may be treated as a general expense to be allocated 
with others at the end of the half year. The amount is small and 
the difference in the result yielded by the two methods is 
unimportant. 


Fire Insurance. 

The preiniums should be charged direct to each shop or other 
establishment, and it will be desirable either to have separate 
policies for each establishment, or if several establishments are 
covered by one policy to have a schedule showing, separately, the 
amounts covered and premium payable for each establishment. 
As separate charges are recorded in the accounts for the insurance 
of stocks of goods (Goods and Stock charges) and for the insurance 
of buildings and fixtures, machinery, etc. (Land, Buildings, and 
Fixtures charges), the premium for each of these two classes of 
property should be separately stated on the policy. It is an 
advantage to a society if its insurance premiums cover a period 
coinciding with its own trading year, as much work in apportioning 
the charges and charging amounts forward is thereby avoided. 


Burglary Insurance, Plate Glass Insurance, etc. 

The premiums for these insurances should be charged to the 
shop or department for which they are incurred, and entered, 
like other expenses, in the Trade Expenses Analysis Book and 
Departmental Expenses Book. 


Guarantee Deposits and Fidelity Insurance. 

Any amounts deposited as security by members of the staff 
entrusted with funds of the society should be treated as sundry 
capital, the interest charges on which should be debited to the 
Investments Revenue Account, and credited to the person 
depositing the security. Fidelity insurance premiums, where 
payable by the society, should be debited to the general charges 
of the department for which the expense has been incurred. 


Sundry Items Arising in the Cash Account. 
It is impossible to foresee all the items that may have to be 
entered in a society’s Cash Account, but a few items may be 
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anticipated, and if the manner of entering them is explained, 
the student and practitioner will be assisted in his decision regarding 
other items. 


In some towns a hospital or infirmary collectionis taken annually, 
or more frequently, among the workers of the various factories, 
etc. Any amounts thus received from its employees by a society 
and paid over to a hospital or infirmary should be treated as 
Sundry Receipts and Payments. 


Sometimes a society receives deposits for excursions, or com- 
mission for selling excursion or other railway tickets. If the amount 
is a payment that will have to be handed on intact, like an amount 
collected from the employees for an infirmary fund, it will be 
treated as that amount is treated, viz., as a sundry receipt and 
payment; but if the society is itself organising the excursion and 
may have a surplus or deficit, or if it is receiving commission on 
tickets sold, the amount received and paid should be passed through 
the Final Revenue Account, and should be entered under this account 
in the Cash Account. 

Architects’ fees for a new building should be entered as a pay- 
ment on Capital Account in the Cash Account, and treated as a 
part of the cost of the building, to be entered in the Capital 
Expenditure Book and Property Ledger. 

Grants for political funds will be treated as per rules, and will 
usually be a debit to the Balance Disposable Account as a partial 
disposal of the available surplus. In the Cash Account the amount 
paid to the political committee, or spent, will be entered in the 
section devoted to the payments from the Disposable Balance 
Account. 

Grants to emergency funds, reserve funds, etc., will, of course, 
be treated as disposals of surplus; and donations, etc., from the 
reserve funds will be entered in the Cash Account according to 
the account to which they have been debited (see pages 366 and 367). 


Interim Dividend and its Entry in the Balance Sheet. 

It is not uncommon for societies publishing half-yearly balance 
sheets to issue a brief statement of accounts—usually only a Cash 
Account—at the end of the intermediate quarters, and to declare 
an interim dividend for these quarters. Where this practice obtains, 
a slight variation in the Disposable Balance Account already 
explained will be called for at.the end of the half year. 

Z 
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Part A will be as explained: it will be a copy of the “ Proposed 
Disposal of Available Balance Statement” at the end of the 
previous half year. Part B will be different from the Part B already 
explained. It will commence, as before, with the Net Unappro- 
ptiated Balance brought forward from the previous half year, as 
per Part A; and the Balance Surplus* will be brought in from the 
Final Revenue Account along with the share interest (and interest 
on reserves, etc., funds) for the half year from the Investments 
Revenue Account. On the Dr. side, the first entry will be, as usual, 
“‘ Appropriations for Share Interest for Half Year, as per Invest- 
ments Revenue Account,’ but it will be convenient and advan- 
tageous to show the amounts for each quarter in an inner column, 
as illlustrated in the example given later. The next item will be 
“ Interim Dividend Allocated ”’ (dividend to members, non-members, 
and employees being separately shown, where necessary, as in 
Part A); and this item will be followed by any other allocations 
that may have been decided at the interim quarterly meeting. 
The last item on the Dr. side will be, as usual, ‘“‘ Balance disposable 
(after making appropriation for Share Interest), as per Account 
Wiad Gis 

A Disposable Balance Account, Part B, including items approved 
at the interim meeting, might read as follows:— 

Dr. PART B.—CURRENT HALF YEAR AVAILABLE BALANCE. Cr. 


a | £ 
To Appropriations for Share Interest | | By Net Unappropriated Balance} — : 
for Half Year, as per Invest-| | | brought forward from last 
ments Revenue Account— _ | | Account, as per Part A...... 50 50 
Parst Quarters. sce. seve caeas se £65, | ,, Balance (Surplus) from Final 
Second Quarter ...........0.. 75| 140 | 440 || Revenue Account <.....-<..--+ 800 
,, Interim Dividend to Members...... 350 | 350 | ,, Share Interest, as charged to In-| 
», Balance disposable (after making | vestments Revenue Account| 140 
appropriation for Share In-) | ——— |) O40 
terest), as per Account VIII.) 500 | 500 | 
| | 
| ba. | 
| £990 | £990 | £990 | £990 
~ — —— MK — _ = 


Interest Paid on Shares and Loans Withdrawn during 
the Half Year. 

Shares and loans are being continuously withdrawn from a 
society during the quarter or half year, and in some cases interest 
for part of the period has accrued upon the investments when a 
person withdraws completely. How should this be treated ? 


* For the half year. 
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- So far as loan interest and savings-bank interest are concerned, 
there is little difficulty or departure from the practice described 
in earlier chapters. The accounts which have been operated by 
withdrawal are entered with other accounts in the Loans Summary 
and Savings-Bank Summary, and the total of the Interest column 
in the Loans Summary and Savings-Bank Summary should agree 
with the Loan Interest and Savings-Bank Interest Charges in the 
Investments Revenue Account. They reach this account by the 
journalising at the end of the half year of the total of the Interest 
columns (or using a dummy invoice for the amount), as explained 
in Chapter VII., page 120. In the Cash Account the withdrawals 
(capital and interest) appear as Repayments on Loans Account 
and Savings-Bank Account. They will have been entered at the 
time of withdrawal in the appropriate subsidiary cash book. 


Up to a point, the interest accruing during the period on any 
shares withdrawn during the period is treated as loan interest 
is treated. The amount is calculated and either entered in the 
Share Ledger when entered in the member’s share book, or in the 
withdrawal form or book which the member signs (that form showing 
separately the amount of capital and the amount of interest which 
make up the amount paid out), and is posted from that source 
to the member’s share capital account. At the end of the trading 
period the accounts that have been closed during the period by 
withdrawal are entered with the other share ledger accounts in 
the Shares Summary; and the total of the Interest column gives 
the basis for the Dr. entry for Share Interest in the Investments 
Revenue Account, the corresponding Cr. amount being represented 
by the credit entries for interest in the individual accounts of the 
shareholders. ‘The amounts (capital and interest) paid out during 
the period will be treated in the Cash Account as repayments of 
shares; but this must be borne in mind and allowance made for it 
when attempting to secure the agreements of totals mentioned in 
Chapter VII. (page 116). 


When the item of share interest in the balance-sheet accounts 
is considered, we find that certain differences of treatment are 
required as a result of paying during the period an amount of interest 
accrued during the period. ‘The Investments Revenue Account 
item and the Disposable Balance Account items are the same as 
if the interest had not been paid during the period, but the item 
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in the Statement of Liabilities and Assets differs from what has 
been explained in relation to the accrued interest that has not been 


paid. In the latter case the item reads :— 
Amount appropriated for Share Interest not yet credited to Share Capi al Account... £ 


but when some of the interest has been both credited and paid in 
the case of withdrawing members, the foregoing description is 
not quite accurate. A correct way of entering the item would be:— 


£4 
Amount appropriated for Share Interest for Half Year...........s-sscseeeeees 1000 
Less amount credited to Membe® .....s.sssccscsecencecccesccerernccsssscversoes 100 


Net amount appropriated not yet credited to Share Capital Account veeeefl 900 | ~ 900 

The foregoing entry not only covers the case of interest upon 

the share capital of withdrawing members, but also the case of 
interim interest credited to members at an interim balancing. 


Payments of Dividend in Advance, and Purchase of Checks. 

In some societies, members may draw their dividend before 
the end of the quarter. A member leaving the district and with- 
drawing from the society may be allowed to have the dividend upon 
the checks he or she holds at the time of withdrawing; and it has 
been customary in some societies employing the metallic check 
system to allow the members or non-members to exchange these 
checks for cash at a rate slightly below the usual rate of dividend 
paid by the society. Such purchases amount to a payment of 
dividend in advance. 


The payment of dividend in advance calls for entries that have 
not been explained in earlier chapters because of their abnormal 
character. When advance payments of dividend are made in 
either of the ways mentioned above, the payments can be entered 
in a separate column of the Sundry Receipts and Payments Book. 
If they refer to purchases recorded by the Climax or similar check 
system, giving the member’s share number, the amount should be 
posted to the debit of the member’s account, and against it on 
the credit side there will be the amount credited at the end of the 
half year from the Shares Summary. If the metallic check system 
obtains, the purchase of the checks is not identified with the member 
selling them, and the Cr. entry in the Sundry Receipts and Payments 
Books can be posted to a special ledger account for checks purchased. 


When making up the balance-sheet accounts, the dividend 
paid in advance will be entered in the Disposable Balance Account, 
Part B, as Dividend Paid in Advance, and it will reduce the amount 
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of the balance disposable as entered in Part B and the Statement 
of Liabilities and Assets. This amount of dividend paid in advance 
can be obtained from the Shares Summary where the Climax or 
similar check system is employed, a separate column being pro- 
vided in the Summary for recording the individual amounts from the 
Share Ledger Accounts; and it will be posted from the Checks 
Purchased Account in the ledger in societies which employ the 
metallic check system. 


Cash Basis of Records. 

In this work the accounts of a Co-operative Society have been 
explained on the assumption that invoice amounts are entered in 
the various primary books and ledgers on receipt and independent 
of their payment. Many societies, however, eliminate many of 
these entries by adopting the cash basis for their records. This 
method is explained in a pamphlet entitled ‘‘ Uniform Classification 
and Recording of Expenses in Co-operative Societies,’ prepared 
by W. E. Bannister and F. Hall, and published by the Co-operative 
Union Id. It is also rather more fully’ treated in a special 
pamphlet, entitled ‘‘ The Cash Basis of Records in Co-operative 
Accounts,” and published by the Co-operative Union. This 
pamphlet should be read in conjunction with this text-book. 


Alterations of Form of Accounts. 

This chapter may well close with a reference to the provisions 
in the Model Rules respecting the form of accounts. Form 4 
(Rule 93) provides that “‘ The committee shall prepare a statement 
of the accounts of the society in such form as the ordinary 
business meetings direct from time to time.” In societies which 
have adopted the Model Rules, and in some other societies where 
this provision operates, the members in general meeting have 
the final word respecting the form in which the accounts shall be 


presented. 
SUMMARY. 


In many societies, some of the balance-sheet accounts already explained 
are sub-divided and amplified. 

The Interest Account contains those Dr. and Cr. items relating to interest 
which have been explained in earlier chapters as belonging to the Investments 
Revenue Account. Where an Interest Account is prepared, the balance of 
the account is carried to the Investments Revenue Account. 


The House Property Revenue Account segregates those items of the 
Investments Revenue Account which relate to house property. Interest on 
capital and other expenses are entered on the Dr. side, and rents and other 
income are entered on the Cr. side. The balance of the account is carried to 
the Investments Revenue Account. 
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A General Property Revenue Account is kept in some societies. The 
general purpose of this account is to record the results of a society’s operations 
as property owner. All expenses of the property—interest, depreciation, 
repairs, etc.—are debited to this account; and a commercial rent is charged 
to the various branches, etc., for the properties they occupy, and these rents. 
are credited as income to the Property Revenue Account. The balance of the 
account is carried to the Investments Revenue Account. A fuller explanation 
of the account is given in Appendix VIII. 


A tabular statement of Working Capital—Funds and Reserves is prepared 
in some societies to record the changes that have taken place in the invest- 
ments in shares and loans, etc., and in reserve and similar funds. Beginning 
with the amount at the end of the previous period for each class of investment, 
additions by investment and transfer, and by interest and dividend, are 
recorded, the whole being totalled. Withdrawals and transfers are recorded, 
and when these are deducted from the total of original amount, plus additions, 
the resultant amount is the balance at the end of the current period as per 
the Statement of Liabilities and Assets. 


A tabular statement of Land, Buildings, Fixtures, Machinery, and Live 
and Rolling Stock is also prepared by some societies. Beginning with original 
values of each class of property, the demolitions and depreciation to date 
of last balance sheet are deducted to bring the original amount to the value 
as per last balance sheet. Additions during the current period are recorded 
and added to the amount as per last balance sheet. From this total any 
sales of the property, demolitions, and depreciation are deducted, the difference 
being the value at the end of the current period as recorded in the Statement 
of Liabilities and Assets. 


A third tabular statement prepared and published by some societies is 
a statement of Share, Loan, and similar Investments. This excludes invest- 
ments in land, buildings, machinery, etc. Distinction is made in the statement 
between share, loan, and other investments; and in the case of shares and 
loans, a further distinction is made between investments in Industrial and 
Provident Societies and other bodies. The first column of the statement 
records the value of each class of investment as recorded in the last balance 
sheet; further columns record cash investments, additions by transfers, and 
interest earned as per Investments Revenue Account. The amounts in the 
columns already noted are totalled in a further column, which is followed by 
columns recording interest received and investments realised, reductions by 
transfers, and amounts written off during the half year. The final column 
records the value of the various classes of investment as per the Statement 
of Liabilities and Assets in the balance sheet for the current period. 


In order to secure uniformity of practice in preparing the accounts of a 
society it is necessary to indicate how certain items should be treated in the 
accounts. 


Wrapping paper, string, and other packing materials for the shops should 
be treated as goods purchased. In the case of a Productive department they 
should be treated as manufacturing costs under the heading of Stores; and in 
a Service department as a direct cost under the heading of Goods and Stores. 


Inward carriage and cartage should be treated as an addition to the cost 
of goods in alldepartments. This will apply, iniey alia, to the transport of goods 
to and from the warehouse, and from the bakery and other Productive depart- 
ments to the shops. Carriage on milk to the dairy and shops, and of coal from 
the colliery or wharf to the coal depot, will also be treated as an addition 
to the cost of the goods. Carriage or cartage from shops, dairy, coalyard, 
etc., to the members will be treated as delivery expenses. 


Coalyard expenses will be treated as grocery warehouse expenses are 
treated, viz., as a Goods and Stock charge. Coal bags should be treated as a 
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revenue charge and added to the cost of the goods. Offices and shops should 
be credited with a commission for any services performed for the coal 
department. 

Payments to collectors of deposits for a small-savings bank should be 
treated as office wages. 


Printing and stationery, check books, etc., when identifiable with a par- 
ticular department or shop, should be charged direct to that department or 
shop. Where the expense is of a general character it should be debited to the 
general charges for printing, and afterwards allocated with other general 
charges. Advertising will be treated in the manner suggested for printing 
in this paragraph. 

Income tax deducted from interest or dividend received should be debited 
to the Income Tax Commissioners and credited to the same account as the net 
amount of interest that is left after it has been deducted, thus giving a correct 
entry for the gross amount of interest. Schedule A tax should be debited to 
the land, buildings, and fixtures charges of the department using the land 
or buildings which have given rise to the tax. Income tax assessed on farms 
(Schedule B) should be debited to the Farms Account (land and buildings 
charge). In certain circumstances, a part or the whole of the tax paid niay be 
reclaimed, and any amounts repaid should be credited to the same section 
of the accounts. 


Special depreciation charges, when arising trom an actual falling away 
in the value of an asset, should be debited to the account in which the ordinary 
depreciation is charged; depreciation of a general character, such as deprecia- 
tion of land and buildings not in use, can appropriately be debited to the 
Final Revenue Account. Where the special depreciation is charged merely 
as a means of strengthening the position of the society during a prosperous 
trading period by applying a portion of the surplus in this way, the amount 
should be debited to the Disposable Balance Account. 

Payments for conducting National Health Insurance business or banking 
business for the Co-operative Wholesale Society can be credited to the Final 
Revenue Account or the Office Expenses Account. 

Subscriptions and donations are charged to Trading Account as expenses 
when incurred in furtherance of the trade of the society. This rule will apply 
to the subscriptions to the Co-operative Union and Hours and Wages Boards. 
Subscriptions from which the society derives some benefit but which are not 
essential, e.g., subscriptions to a hospital, should be debited to Final Revenue 
Account; whilst donations which the society makes as an act of generosity 
should be debited to the Disposable Balance Account. 

Rent of boot and shoe machinery should be charged as a land, buildings, 
and machinery charge of the boot repairing department. 

Office machinery, when of a minor character, should be charged as a 
revenue item in office expenses; but more expensive machinery can be treated 
in the same way as other capital expenditure, the book value being reduced 
each trading period by a depreciation charge. 

Premiums for collective life assurance, allocations to death benefits fund, 
or payments of death benefits should be charged to Final Revenue Account, 
to which account a society’s contributions to an employees’ pension fund 
should also be debited. 

Stocktaking expenses can either be charged direct to the departments 
and branches for which they have been incurred, or treated asa general expense 
to be allocated with other general charges at the end of the trading period. 

Fire insurance should be charged direct to each department or branch, 
and the amounts for buildings and stocks should be separately stated in the 
policy to make their correct allocation feasible. Burglary insurance and 
plate glass insurance should be charged direct to the department for which 
they have been incurred. 
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Guarantee deposits should be treated as sundry capital, the interest upon 
which will therefore be debited to Investments Revenue Account and credited 
to the depositor. Fidelity insurance premiums, when paid by the society, 
should be debited to the general charges of the department for which the 
expense has been incurred. 


Sundry items not provided for in the standard form of Cash Account 
outlined in this book will arise from time to time in societies, and these should 
be entered in that section of the Cash Account that is most appropriate. Several 
items ate explained in the chapter. 


Interim dividend (and interest) paid during a half year will be entered 
in Part B of the Disposable Balance Account in the balance sheet issued at 
the end of the half year. 


Interest payable on loans and savings-bank deposits withdrawn during a 
trading period are credited to the loanholders and depositors, and their 
accounts are summarised with other loanholders’ and savings-bank depositors’ 
accounts at the end of the half year. The total charge for interest in these 
accounts, therefore, reaches the Investments Revenue Account in the normal 
way; but in preparing the Loans and Savings-Bank Summary allowance 
must be made for the payment of these amounts when attempting to secure 
agreement between the totals of the various columns. 


The treatment of share interest follows on the same lines as loan interest, 
already explained; but whereas in the accounts explained in earlier chapters 
the amount appropriated for share interest for the period in the Disposable 
Balance Account agreed with the liability for share interest as per the State- 
ment of Liabilities and Assets, there will not be agreement when any part 
of the share interest for the half year has been paid during the half year. The 
amount in the Statement of Liabilities and Assets will be less than the amount 
in the Disposable Balance Account by the amount paid out. 


The payments of dividend in advance, i.e., before the end of the trading 
period, will give rise to an entry in the Disposable Balance Account, Part B, 
and the reduction of the balance disposable by the amount so paid. An 
explanation is given in the chapter of the manner in which the item should be 
treated in the books when the check system identifies the purchases with the 
member (as in the Climax check system), and when the check system does 
not identify the purchases with the member (as in the metallic check system). 


The Model Rules provide (Form 4) that the accounts of a society adopting 
these rules shall be in a form approved by the members. 


QUESTIONS AND EXERCISES. 
1. Prepare a society’s Interest Account from the following data :— 


of: 
Intetestronishates) S00 ss Onmoansweensceteeecesee 240 (Dr. items) 
A On shares (O20 som loans .s.aereedecmee secs 240 (Cr. items) 


i chargeable to Trade A/c.—Buildings, etc. 600 
* chargeable to Trade Account—Stocks, etc. 300 


ms chargeable to Trade Account—Debts...... 20 
a chargeable to house property................. 200 
m5 chargeable to reserve fundsS..............0000+. 100 


Where should the balance of the Interest Account be carried ? 


2, Prepare a House Property Revenue Account using items and amounts 
of your own choice, but assuming that receipts for rents have been £400 
during the half year; that £20 was owing at the commencement of the half 
year; that £10 of this amount has been written off as bad debts during the 
half year; and that £5 was owing for rents at the end of the half year. 


3. Explain the purpose and preparation of a General Property Revenue 
Account, 
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4. Prepare a Working Capital—Funds and Reserves Statement, using 
material of your own choice. 

5. Explain how you would prepare a statement of the kind asked for in 
Question 4, indicating the sources from which the various items are derivable. 

6. Prepare a Land, Buildings, Fixtures, Machinery and Plant, and Live 
and Rolling Stock Statement, using items of your own choice. 

7. Explain how you would prepare a statement of the kind asked for in 
Question 5, indicating the sources from which the various items are derivable. 


8. Prepare an Investments Statement, using items of your own choice. 


9. Explain how you would prepare an Investments Statement asked for 
in Question 6, indicating the sources from which the various items are derivable. 
10. What agreements are to be sought in each case between the column 
totals of the three statements asked for in Questions 4, 6, and 8 and the figures 
in the balance-sheet accounts ? For the purposes of this question you are to 
assume that the balance sheet covers a year’s operations. 
11. How would you treat the following items in the books and accounts 
of a society ? 
Wrapping paper. 
String. 
Coal bags. 
Wages of collectors for a savings-bank. 
Printing. 
Stationery. 
Account books. 
Check books. 
Advertising. 
12. When is a carriage or cartage charge considered to be an “ inward ” 
charge, and when not ? Illustrate your answer by reference to the following 
cases: 


Transport of goods from station to grocery warehouse. 
goods from station to shop. 
goods from warehouse to shop. 
goods from dairy to shop. 
goods from slaughter-house to shop. 
goods from farms to shop. 
coal from colliery to coal depot. 
coal from coal depot to members. 
goods from bakery to members. 
- goods from bakery to shop. 
To which accounts are the charges debited in the various cases ? 
13. How would you treat the following items in the accounts of a society ? 
Coalyard expenses. 
Rent of boot and shoe machinery. 
Office machinery. 
Bank agency commission. 
Payments for operating C.W.S. health insurance business. 
14. What is the Income Tax liability of an Industrial and Provident Society 
and its members ? 
15. How would you treat the following classes of Income Tax in the books 
and accounts of a Co-operative Society ? 
Schedule A tax. 
Schedule B tax. 
Schedule C tax. 
Schedule D tax. 


16. How should Special Depreciation be treated in the books and balance 
sheet of a Co-operative Society ? 
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17. How should Subscriptions and Donations be treated in the books and 
balance sheet of a Co-operative Society ? 
18. How would you treat the following items in the books and balance 
sheet of a Co-operative Society ? 
Collective life assurance premium. 
Death benefits fund allocations and payments. 
Contributions to an employees’ pension fund. 
Stocktaking expenses. 
Insurance. 
19. The following items of Receipt and Payment arise in a society. Where 
should they be entered in the Cash Account ? 
£100 for Hospital Saturday collection—receipt and payment. 
£100 received for distribution in food coupons to distressed members. 
£30 paid as pensions to aged members (non-contributory). 
£500 legacy to society, the interest to be used for educational 
purposes. 
£20 raised by a concert organised on behalf of a distress fund. 
20. How should an allocation for political work be entered in the books 
and balance sheet of a society ? 


21. A society issues a half-yearly balance sheet, but pays an interim 
dividend. Prepare a Disposable Balance Account (both parts) for the society, 
inserting figures of your own selection. 

22. How would you treat in the books and half-yearly accounts payments. 
during the half year to withdrawing members for interest and dividend for 
part of the half year ? 


23. How would you treat purchases of metallic checks from (a) members 
and (6) non-members in the books and accounts of a society ? 
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CHAPTER XxX. 


THE ANNUAL RETURN AND TRIENNIAL 
RETURN. 


(1) THE ANNUAL RETURN. 


Legal Provisions relating to the Annual Return. 


7 HE Industrial and Provident Societies Act of 1893, section 
14, provides that— 


1. Every registered society shall once in every year, not later than the 
thirty-first day of March, send to the Registrar an Annual Return of the 
receipts and expenditure, funds and effects, of the society as audited. 

2. The Annual Return— 

(a) Shall be signed by the auditor or auditors; and 

(b) Shall show separately the expenditure in respect of the several 
objects of the society; and 

(c) Shall be made out from the date of its registration or last Annual 
Return to that of its last published balance sheet, provided that 
the last-named date is not more than one month before or after 
the thirty-first of December then last, or otherwise to the said day 
of December inclusive (this sub-section is now tepealed) ; and 

(d) Shall state whether the audit has been conducted by a public 
auditor appointed as by this Act is provided, and by whom, 
and, if by any person other than a public auditor, shall state 
the name, address, and calling or profession of every such 
person, and the manner in which, and the authority under which, 
he is appointed. (Words in italics are now repealed.) 

The society shall, together with the Annual Return, send a copy of 
the veport of the auditors, or, if more than one such veport has 
been made during the period included in the return, a copy 
of each of such reports. (Words in italics are now repealed). 


The Industrial and Provident Societies Act of 1913 repealed 
paragraph (c) of sub-section (2) of the Act of 1893 and all the words 
from “and, if by any person ”’ to the end of the section and sub- 
stituted sections 2 and 3 of the 1913 Act. 
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Section 2 of the 1913 Act provides that— 

(1) Every registered society shall once in every year submit its accounts 
for audit to one or more of the public auditors appointed under the provisions 
of the principal Act. 

(2) An auditor shall not hold any other office in connection with the 
society. , 

Section 3 of the 1913 Act reads :— 

(1) For paragraph (c) of sub-section (2) of section 14 of the principal 
Act (which relates to the date to which Annual Returns are to be made up) 
the following paragraph shall be substituted :— 

(c) Shall be made up from the date of its registration or last Annual 
Return to that of its last published balance sheet, unless 
the last-mentioned date is more than four months before 
or more than one month after the thirty-first day of December, 
in which case it shall be made up to the said thirty-first day 
of December inclusive; and 

(2) A registered society shall, together with the Annual Return, send 
to the Registrar a copy of the report of the auditors and a copy of each balance 
sheet made during the period included in the return. 


Section 13 of the 1893 Act deals with the auditing of the accounts, 


and runs as follows:— 

(1) Every registered society shall once at least in every year submit its accounts 
for audit either to one of the public auditors appointed as in this Act mentioned, 
ov to two or more persons appointed as the rules of the society provide. (This sub- 
section is now repealed, and section 2 of the 1913 Act takes its place, see above.) 

(2) The auditors shall have access to all the books, deeds, documents, 
and accounts of the society, and shall examine the balance sheets showing the 
receipts and expenditure, funds and effects, of the society, and verify the 
same with the books, deeds, documents, accounts, and vouchers relating 
thereto, and shall either sign the same as found by them to be correct, duly 
vouched, and in accordance with law, or specially report to the society in 
what respect they find them incorrect, unvouched, or not in accordance 
with law. 


Sub-section 1 of section 13 was repealed by the Act of 1913, 
and section 2 of the 1913 Act, already quoted, takes its place; 
but sub-section 2 of the section still remains operative, along with 
sections 15 and 16 of the 1893 Act, which read as follows :— 


15. Every registered society shall supply gratuitously to every member 
or person interested in the funds of the society, on his application, a copy 
of the last Annual Return of the society for the time being, 

16. Every registered society shall keep a copy of the last balance sheet 
for the time being, together with the report of the auditors, always hung up 
in a conspicuous place at the registered office of the society. 


N.B.—The words in the various sections of the 1893 Act which have been repealed are indicated 
by italic type. 
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Having explained the requirements of the 1893 and 1913 Acts 
respecting the Annual Return and the audit, we need not deal 
further with the Annual Return, as the Co-operative Union has 
published a pamphlet describing the return and explaining its 
compilation. This pamphlet is revised from time to time to meet 
changes introduced in the Annual Return. 


The Co-operative Union Annual Statistical Statement. 

The Co-operative Union issues annually to its society members: 
a form or return very similar to the Annual Return form issued 
by the Registry of Friendly Societies, but certain information 
asked for in the one is not asked for in the other. The information 
asked for by the Co-operative Union is almost all contained in the 
Government return, from which the items can be copied when 
making up the Union’s return. The principal difference is that 
the particulars of employees, wages, and sales of Distributive 
departments, which are not asked for departmentally by the 
Registry, are asked for by the Union, in order that its statistics 
may be rendered more useful to societies. 


(2) TRIENNIAL RETURN. 


The Industrial and Provident Societies (Amendment) Act of 
1913 provides in clause 4 that: “‘ A registered society shall, once 
at least in every three years, make out and send to the Registrar, 
together with the Annual Return for the year, a special return 
signed by the auditor or auditors showing the holding of each 
person in the society (whether in shares or loans) at the date to which 
the said Annual Return is made out: Provided that, where such 
persons are in the list of members kept by the society distinguished 
by numbers, it shall be sufficient if they are distinguished in the 
special return by such numbers, and in that case it shall not be 
necessary to specify their names.” 


Certain information is asked for on page 1 of the return, and 
instructions regarding the preparation of the return are given 
on the same page. A copy of the contents of the first page, as 
far as they affect societies when preparing the return, is given. 
on pages 382 and 383. 
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Page 1 of Triennial Return 


INDUSTRIAL & PROVIDENT SOCIETIES 
AMENDMENT ACT, 1913. 


Triennial Return ‘‘ showing the holding of each person in the Society 
(whether in Shares or Loans) *’ at (1).......--2:--sseeeeeeeeerenees AD ee eceeaee ; 

This return is to be sent to the Registrar once at least in every three years, 
and is to accompany the Annual Return for the year ended on the date at which 
the Triennial Return is made out. 


Naine of (Society seciesccsuer-evecsseetearae sence eee easels PRA ane nc aes sh050 Ltd. 
Revistered Oflicer(2)isccnscs- ce cseeee tects ete eects tera eiaetsi- Set sier aie arene ete 


Particulars of Share Capital :-— 


Description of Shares, i.e., Transferable, 
Withdrawable, etc. (3) 2. .c.-cccumeee-0 


Minimum number of Shares required by 
the Rules to be held by each Member 


Nominal amount of each Share .......... 


Amount payable in respect of Share 
upon admission as Member of Society 


Total amount owing by Society in 
LESPECETOR) OM aresl (A etnecdecmeccnierccretse 


NovtE.—The figures in brackets refer to the relative paragraphs in the 
Memorandum of Instructions below. 


MEMORANDUM OF INSTRUCTIONS. 


(1) The date of the return should coincide with that to which the Annual 
Return is made out. 


(2) The full postal address should be given in the space provided. 


(3) Where shares issued are of more than one description, the entry against 
the heading “Description of Shares . . .” should clearly indicate the 
position, e.g., “ First share transferable; remaining shares withdrawable.”’ 
Shares which the rules describe as transferable should be so described above, 
whether or not the rules also allow part or whole of the amount contributed 
thereon to be returned in special circumstances, 


THE ANNUAL RETURN AND TRIENNIAL RETURN. 383 


Page 1 of Triennial Return—continued. 


(4) The amount given against the heading ‘“‘ Total Amount owing by 
Society in respect of Shares ’’ should agree with that appearing in the Summary 
and in the Annual Return. 


(5) The rule or rules of the society which govern the number (and amount) 
of shares required to be held by a member should be referred to, and no person 
should be entered as a member either in the Triennial Return or Annual 
Return who has not had issued to him the minimum number of shares required 
by the rules. 


The total number of members included in the Triennial Return and the 
number shown as at the end of the year in the “ Return as to Shareholding 


Members ”’ on the front page of the relative Annual Return must agree. 


(6) Care should be taken that the column headed “‘ Number of Shares 
held ”’ is filled in. 


In cases in which no definite application for shares is made beyond that 
necessary in respect of the minimum holding required by the rules (further 
share capital representing the accumulation of dividends on purchases, etc.), 
the number of shares held should be shown as one for each complete {1* 
paid up plus one for any fraction of £1.* (* Or other amount, being the nominal 
value of each share.) 


In no circumstances should a person be shown as holding less than that 
number of shares which the rules provide shall be the minimum te be held 
by each member. 


(7) Where the amount exceeds £200 in any one case, the “‘ Name ”’ in 
addition to the ‘‘ Number ”’ (if any) should be inserted in the column headed 
“Name or Number in list kept by the Society.’’ It should be noted, in this 
connection, that no member other than a registered society may hold more 
than £200 in shares. If any transfer of interest, dividend, etc., has been 
made which increases the shareholding to an amount in excess of £200, the 
excess must be repaid. 


If the rules fix the maximum shareholding of a member at a sum less than 
£200, the foregoing instructions in this paragraph must be interpreted as 
applying to such maximum shareholding in lieu of the £200. 


Interest and dividends should not be included as owing on shares until 
the appropriation has been finally sanctioned in accordance with the pro- 
visions of the registered rules, and the interest and dividends have been 
eredited to members’ share accounts. 


(8) The amount shown as due to any person in respect of loans should 
include any interest which may be due and not paid at the date of the return. 
The total amount owing in respect of loans and interest should agree in the 
Triennial and Annual Returns. 


Particulars of deposits (by way of security of officers and other employees, 
or otherwise), small savings, and loans on mortgage security must not be 
included in the Triennial Return. 
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The second page of the return is divided into two divisions 
by aruling from top to bottom. Each division is called a column, and 
is sub-divided, as shown in the illustration below, which shows the 


| Number AMOUNT OWING BY SOCIETY ON: 
NAME OR NUMBER IN LIST KEPT il) Prot 
BY THE SOCIETY (5). | Shares 


| held (6). | Shares (7). | Loans (8). 
| ieee rane é fs. d. 
| pos 
| | 
| 


| 


| | 


| | | 


Norte.—tThe figures in brackets refer to the relative paragraphs in the Memorandum of Instructiors 
on the first page of the form (see pages 382 and 383). 


rulings and headings of a column. Each column contains fifty lines 
so that the shareholdings and loanholdings of one hundred members 
(or other loanholders) can be recorded on one page. The first section 
of each column records the name of the member or his number 
in the list kept by the society. The members’ share numbers 
will suffice, and the writing-in of the names of the members 
is unnecessary where the numbers are given. In the case of loan- 
holders, the numbers accorded to them in the loan book and 
entered in their loan pass books will suffice. The number of shares 
held by each member is entered in the second section of each 
column, and, as stated in the Memorandum of Instructions, ‘‘ no 
person should be entered as a member, either in the Triennial 
Return or Annual Return, who has not had issued to him the 
minimum number of shares required by the rules.” This does 
not mean that a member must only be entered when he has paid in 
full for the minimum number of shares required to be held. When 
a person applies for membership of a society, he thereby applies 
for the minimum number of shares required to qualify for member- 
ship, and that must be considered his number of shares, even when 
he has not paid in full for them.* Where a member has paid for more 
than this qualifying number, any additional share capital he holds 
increases his shareholding, and in the column we are now con- 
sidering, any amount of capital held beyond the amount required to 


%* Members whose minimum holding is not fully paid should be required to comply with the rules, 
and in case of default should be dealt with by the committee. 3 
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satisfy fully-paid shares must be considered as payment on account 
of a further share. If, for example, a member is required to hold 
one share in a society whose shares are of the value of £5 each, 
and he actually holds £11 in share capital, he will be recorded 
as holding three shares, two of which are fully paid and one partly 
paid. 

The amount of share capital held by each member is entered 
in the third section of the column, and his loan capital holding is 
entered in the fourth section, but “particulars of deposits (by 
way of security of officers and other employees, or otherwise), 
small savings, and loans on mortgage security must not be included 
in the Triennial Return.” Interest owing to loanholders and not 
paid should be entered with the loan capital, but interest owing 
to shareholders is not recorded with the share capital until it has 
been actually added to the members’ share capital. As some persons 
may be loanholders and not shareholders, it is convenient to list 
these loanholders after all the shareholders have been listed. 

As only one hundred names can be entered on one page, many 
additional pages ruled like page 2 of the Return have to be added 
to record the holdings of all the members. Pages 3 and 4 of the 
Return summarise the totals of the various pages; and the total 
of the share and loan capital recorded in the Summary should agree 
with the amount of shares and loans recorded in the Annual Return 
which accompanies the Triennial Return, and in the last balance 
sheet for the year covered by the Annual Return. The Triennial 
Return has to be signed by the secretary, and certified as correct 
by a public auditor who has had access to all the books and accounts 
of the society. 


Conclusion. 

With these explanations of the Annual Return and Triennial 
Return, our treatment of the preparation of the accounts and 
balance sheet of a society is completed. There are no doubt many 
other matters relating to accounts with which the secretary of a 
society and his staff should be familiar, but these fall into the 
category of accountancy and secretarial matters to which this 
book on book-keeping is only an introduction. 


AA 


+ 
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SUMMARY. 


A registered Industrial and Provident Society is required to forward 
annually to the Registrar of Friendly Societies certain information which 
is embodied in a form known as the Annual Return. 


The Return has to be made up from the date of the last Annual Return 
to the date of the last published balance sheet, unless the last-mentioned 
date is more than four months before or one month after December 31st, 
in which case the Return has to be made up to December 3lst, inclusive. 
With the Annual Return a society must forward a copy of each balance sheet 
made during the period covered by the Return. Every registered society 
must supply a copy of the last Annual Return on demand, and without charge, 
to every member or person interested in the funds of the society. 


The Return must be signed by the auditor or auditors, and must show 
separately the expenditure in respect of the several objects of the society, 
and it must state whether the audit has been conducted by a public auditor 
as provided by the Act, and by whom. 


‘The accounts must be submitted once a year to one or more public auditors, 
~who must have access to all books, accounts, etc., and after verification of 
the balance sheets, the auditors must sign them as being correct and in 
accordance with law, or specially report to the society in what respect they 
find them incorrect, unvouched, or not in accordance with law. Every society 
must ‘“‘ keep a copy of the last balance sheet for the time being, together 
with the report of the auditors, always hung up in a conspicuous place at 
the registered office of the society.” 


The Co-operative Union issues a pamphlet in which the contents of the 
Annual Return are described and the preparation of the Return is explained. 


For the purposes of preparing its own statistics, the Co-operative Union 
issues to its members an Annual Return somewhat similar to that issued by 
the Registrar. 


The Industrial and Provident Societies (Amendment) Act of 1913 provides 
that societies shall at least once in every three years send to the Registrar, 
together with the Annual Return for the year, a special Return, signed by 
the auditor or auditors, showing the holding of each person in the society 
(whether in shares or loans) at the date to which the Annual Return is made 
out. The names of the members need not be given; their number in the 
share register or loans register will suffice. The Return shows the number 
of shares held by each member and the amount of share capital and/or loan 
capital held by each person, As only a hundred entries can be recorded on 
one sheet, several sheets are required for recording the complete membership, 
and the totals of these sheets are summarised on the last two pages of the 
Return. Certain figures and amounts in the Triennial Return must agree 
with figures and amounts in the Annual Return, and these are specified in a 
Memorandum of Instructions printed on page 1 of the Return. 
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QUESTIONS AND EXERCISES. 


1. What is the Annual Return ? Yo whom and by what date must it be 
forwarded when completed, and what must accompany it ? 


2. What are a society’s duties in regard to supplying and displaying 
copies of (a) the Annual Return; (b) the Triennial Return; (c) Balance Sheets ? 


3. What are the auditor’s duties in relation to the accounts and Returns 
of a society ? Who may be appointed as auditor ? 


4. Explain the contents and compilation of the Triennial Return. 


5. Write a general account of the contents of the Annual Return. To 
what date must the Return be made up ? 
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APPENDIX I. 


BANK FOR SMALL SAVINGS AND 
“SIMPLEX” SYSTEM OF PENNY SAVINGS- 
BANK ACCOUNT. 


Reference is made in Chapters II. and VII. to the records . 
required for a bank for small savings. 


The pass book and ledger method of recording deposits, interest, 
and withdrawals as employed for loans can be employed for 
recording the same elements of a small-savings bank. In this 
case, the form and style of depositor’s pass book supplied by the 
Co-operative Wholesale Society and other printers can be employed. 
It is ruled as follows, the number of the account and the name and 
address being written at the top of the page. 


Date. Deposits. || Interest. Withdrawals. | Balance. | Initials. 
| | | 


| 
} fis | | 


& d. Ss. d. Se | ds | £ | s. peck 


ore” a ate aang | 


A book to record deposits and one to record withdrawals is 
required by the society, the entries in these books agreeing with 
those in the depositors’ pass books. A line is required for each 
deposit and each withdrawal, the amounts being totalled each 
day. From these deposits and withdrawals books the daily totals 
are entered in the Summary Cash Book; and the individual deposits 
and withdrawals are posted to the Savings-Bank Ledger, in which 
a folio is assigned to each depositor. ‘The ledger is similar to the 
Loans Ledger explained in Chapter VII. 
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A variation from this method, combining the features of a con- 
tributions book, a withdrawals book, and a ledger, is provided by a 
special type of ledger ruled as below* :— 


First QUARTER. SECOND QUARTER, 
Ae : Sadar First 
i alance . ‘our, posits i Balance || Week 
No Name, from last got eae teenth and haat No. || at end of of 
| Quarter. : *}) Week. With- : Quarter. || Quar- 
} drawals. ters 
| elelaislais.lafs.ial ¢is.jallala gl\s.ld.|s./a. 
Hie | D } || 1 
} || W | ras ae irs cae 
ee | =| = — - 
2 | || D | 2 | 
| | w Latinas 
3 | !| D Soh Si & 
i WwW ea oe: 
| | 
4 D 4 
wee] (mre ae 
| Ul | 


% Reproduced with minor variations from rulings supplied by the Co-operative Wholesale 
Society Ltd. 


Vertical lines provide columns to record the depositor’s number, 
his name, the balance to the credit of the depositor at the beginning 
of the quarter, fourteen columns (or twenty-seven) to record the 
deposits and withdrawals during each of the weeks of a quarter 
or half year, the total of each member’s deposits and withdrawals 
for the period, the interest due to each depositor for the period, and 
the balance owing to each depositor at the end of the period, this 
being the commencing entry for the following period. Horizontal 
lines divide the page into sections, one of which is assigned to each 
depositor. Each section is divided again by a horizontal line into 
two sub-sections, the upper for recording deposits, and the lower 
one for recording withdrawals. 


When a deposit is made or an amount is withdrawn, the amount 
is entered in the depositor’s pass book and in the ledger on the lines 
1, 2, 3, etc., according to the number of the depositor’s pass book, 
this being the line where the depositor’s name is also to be found. 
If the transaction is a deposit, the amount is entered in the upper 
half of the section of the page provided for the depositor’s trans- 
actions and under the heading First Week, Second Week, etc., 
as may be appropriate. If the amount is a withdrawal it is entered 
in red ink in the lower half of the section provided for recording 
the depositor’s transactions. .A vertical addition of the black ink 
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figures in each weekly column gives the weekly total of deposits, 
and a vertical addition of the red ink figures gives the total of 
withdrawals for the week. ‘The horizontal addition of the black ink 
figures at the end of the quarter gives the total deposits for the 
quarter, and the horizontal addition of the red ink figures gives the 
total withdrawals for the period. 

At the end of the quarter or half year the interest due to each 
depositor is calculated and entered opposite his name and in the 
Interest column. The vertical addition of the Interest column 
gives the total amount of interest ciedited to depositors, and this 
amount should agree with the amount entered in the Investments 
Revenue Account. When the total of the Interest column is added 
to the difference between the total withdrawals and deposits entered 
in the previous column, the result should agree with the total of the 
column headed “ Balance at end of Quarter.”’ 


The foregoing method of combining ledger and deposits and 
contributions books is more fully systematised in the “Simplex 
System of Penny Savings-Bank,”’ published by the Co-operative 
Printing Society Ltd., of Manchester, Newcastle, and London, 
who are the proprietors of the system, which is adopted by a large 
number of societies. 

The Simplex Ledger combines the features of a contributions 
book and a ledger. A page is divided by horizontal lines into 
divisions, and each division records the deposits and withdrawals 
of one depositor, the divisions being numbered according to the 
number of the depositor’s pass book or card. Each division is 
further divided by a horizontal line above which deposits are 
entered (in black ink), and below which withdrawals are entered 
(in red ink). 

The page, which records entries for a quarter or half year, is also 
divided by vertical lines into columns. ‘These columns record (1) 
No. of Account, (2) Name of Depositor, (3) Total Claim from last 
Quarter (or half year), (4) fourteen or twenty-seven columns, 
numbered 1 to 14 or 1 to 27, to record the weekly contributions 
and withdrawals for a quarter or half year (a column for each week), 
(5) Total Contributions and Withdrawals for the Quarter (or half 
year), (6) Interest for the Quarter (or half year), and (7) Total Claim 
at end of Quarter (or half year), the amounts in this column being 
transferred to the first column of the next page as the commencing 
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entries for the next period. Contributions are entered in black 
ink, and withdrawals in red ink. 


Horizontal additions give the total deposits and withdrawals 
of each depositor; and the vertical additions of these totals give 
the total deposits and withdrawals for the quarter or half year. 
Vertical additions give the total deposits and withdrawals for each 
week and provide the entries for the Summary Cash Book, besides 
providing a check against the cash received. The total of the 
vertical totals for the quarter or half year should agree, of course, 
with the total of the horizontal totals for the same period. The 
interest for each depositor is calculated and entered in the Interest 
column opposite his number and name; and it is added to the 
difference between his deposits and withdrawals for the period to 
give the amount for the last column of the page which records 
the total claim of each depositor at the end of the period. If all 
entries have been correctly made, agreement can be secuted between 
the summary totals of the last three columns on the page, whilst 
the total of the Interest column should agree with the amount of 
savings-bank interest in the Investments Revenue Account: the 
Simplex record will be, indeed, the commencing point for that 
entry. 

It is a part of the Simplex system to provide for each 
depositor a book or card which is ruled on one side similarly to 
the society’s book of record.* By placing this card under the line 
which records the depositor’s account in the society’s book, the 
entry of a deposit or withdrawal can be entered in the society's 
book and on the card at the same time, thus reducing the possibility 
of error. Another advantage of ruling the depositor’s card in 
this way is that comparison between the society’s book and the 
depositor’s card is facilitated at the audit. 


In the society’s book a page is provided for the entry of with- 
drawals when a signature is required for withdrawals. A copy of 
the ruling of this page and of a page for recording weekly deposits 
and withdrawals of each depositor is given in this appendix, along 
with a copy of the rulings of a depositor’s card. These rulings are 
taken from an explanatory booklet of the “ Simplex” system 
published by, and obtainable from, the Co-operative Printing 
Society Ltd., who are the proprietors of the system. 


* The reverse side records the depositor’s name and number. 
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APPENDIX IL. 
CLUB ACCOUNTS. 


In Chapter II. reference was made to clubs, and three types 
of club were distinguished, viz.:— 


(1) The club in which a person pays weekly instalments and 
does not receive goods until all instalments have been paid, when 
he, or she, receives goods to the value of the amount paid; 


(2) The club which provides for the member receiving goods 
equal in amount to the number and value of shares taken out, 
the number of shares a member is allowed to take out being regulated 
by the amount of his share capital and status, the goods being 
obtainable any time after payment of the first instalment; 


(3) The club in which a weekly draw takes place, the value of 
goods issued per week being equal to the total contributions for 
the week, so that some members obtain goods before they have 
completed the payment of their instalments, whilst others who are 
less fortunate in the draw have completed their payments before 
they receive any goods. 


There are variations and modifications of these three principal 
types, e.g., clubs whose members are allowed to have goods after 
paying the first three or five instalments. In some societies the 
club member pays a premium for a share, e.g., 21s. for a £1 share, 
the shilling being looked upon as a comeatintien towards the extra 
expense involved in working the club system and as a pay ment 
for the credit allowed. 


In this appendix we are not concerned with the merits of the 
various systems, nor with the desirability or undesirability of 
charging a premium on the shares, though these are matters of 
importance which committees and managers should consider 
before entering upon a club trade. 


We propose to deal only with the books and accounts required. 
by the three systems, but one or two matters common to all the 
systems may first be noticed. 
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(1) Departmental sales should be credited at the moment 
when the goods are handed to the member. 


(2) Amounts paid before goods are handed over should be 
treated as accounts paid in advance. 


(3) Amounts owing by members for goods, i.e., the value of 
goods issued less instalments paid, should be treated as members’ 
debts. 


(4) Interest should be charged to the departments for the 
amount of club debts outstanding where club issues have been in 
excess of club receipts. 


(5) It is convenient to issue the check to the member when 
the goods are issued, and as this may involve a payment of dividend 
before receiving the cash, the effect of this practice upon the society 
should be borne in mind when determining the club conditions, 
and it should be allowed for when deciding the reserve against 
debts at the end of the quarter or half year. Also, any member 
in arrear with his instalments should not be allowed to draw the 
dividend upon the goods supplied to him. This minimises any 
possible loss, and as the dividend payment is usually made about 
five or six weeks after the end of the half year, the club member 
has an opportunity of paying a reasonable number of instalments, 
and the society has an opportunity of exercising its rights against 
any defaulter. 


In the case of all the clubs, a book or card will be issued to the 
member, and in this card his contributions will be entered as he 
makes them. ‘The shop receiving these contributions, or the 
collector receiving them, will record them, line by line, on a suitably 
ruled sheet (a tear-out sheet in a carbon-copy book is desirable), 
which will show in successive columns the member’s name, share 
number, and amount paid. ‘This sheet will be passed to the office 
daily or weekly with the cash; and the total of the sheet will be 
entered in the subsidiary cash book. ‘The details for the various 
members’ accounts can be posted from the sheet. 


When the member is entitled to receive goods—whether this 
be after the payment of the first or later instalment—a numbered 
form is given to him and a note of its issue is entered on his card 
and entered in the society’s records. This form states the value 
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of goods he is allowed to have and the departments in which the 
goods may be obtained. 


In the case of a club the members of which pay in full for goods 
before being entitled to receive them, the exchange for the con- 
tribution card of a form or order for goods of equal value to the 
shares that have been paid cancels the card, which should be retained 
by the salesman issuing the purchase order. 


When the form, i.e., purchase order, is presented in a depart- 
ment and goods are issued against it, the value of the goods issued 
is entered on the form by the salesman, and he makes an entry 
at the same time in a duplicate book. This book records the name 
and share number of the member, his club number, and the number > 
of the order for goods, along with a note of the goods supplied 
and the amount chargeable against the order. ‘The top copy of the 
page is forwarded daily to the office and is accepted in lieu of cash. 
It is required to secure a balance between checks issued and cash 
handed over by the departments, for, as previously mentioned, a 
check will be issued for the amount at the time the goods are 
handed over. When an order is finally exhausted, it is retained by 
the salesman effecting the last sale, and is forwarded to the office. 


In the office, a separate ledger account is required for each 
club member. These accounts can be kept in the usual way, but 
preferably in a loose-leaf ledger or a card ledger. ‘The member 
will be debited with the goods handed to him, the entry being made 
from the tear-out sheets forwarded from the shops and credited 
with the amounts paid, these amounts being entered from the 
sheets of receipts forwarded daily or weekly by the shops or 
collectors. At the top of the page, in the case of each account, 
the name, address, and share number of the club member will be 
entered along with the number of shares and the weekly instalments 
due. 


The ledger accounts must be keenly scrutinised weekly to 
discover the members who are in arrear with their payments, and 
at the end of the half year they must be summarised in order to 
ascertain the total amount owing, this figure being required for 
the Statement of Liabilities and Assets. 


Where a society issues goods on club account in excess of 
contnbutions received, the debts outstanding absorb some of the 
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society's capital; and interest on the amounts outstanding must 
be debited to the departments (as Goods and Stock Charges) and 
credited to the Investments Revenue Account. A dummy invoice 
can be prepared for the amount at the end of each half year and 
entered in the Trade Expenses Book in the usual way, and credited 
in the Sales and Income Ledger as Interest Receivable. Altern- 
atively, a Journal entry can be employed instead of a dummy 
invoice. Something must be said, however, about the problem of 
apportioning the interest charges. A member may take out club 
shares to the value of {5 and spend £3 in the drapery department 
and {2 in the boot department, paying {1 of the £5 by instalments 
before the end of the quarter. The member owes £4, but how is 
this to be apportioned when charging the interest to departments ? 
The {1 cannot be definitely allocated to any one department. 
The easiest and best way is to ascertain the total club debts at 
the end of the half year and allocate these debts, for the pu1pose 
of charging interest to departments, to the departments in the 
proportion which their respective club sales bear to the total club 
sales of the society. 
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APPENDIX III. 
HIRE-PURCHASE ACCOUNTS. 


Hire-purchase transactions and the records arising out of them 
have been referred to several times in the chapters of this book,* 
but a discussion of the method of keeping the accounts at these 
points would have taken the reader away from the main line of 
approach to an explanation of the balance-sheet accounts. Hence 
the relegation of the discussion to this appendix. 

In the case of hire purchases, the society sells, or lends, 
goods which do not become the property of the purchaser until 
he has completed payment for them, this payment usually taking 
the form of weekly or monthly instalments. The terms of the hire 
merging in a sale are incorporated in a hire-purchase agieement. 
As the society does not receive the final payment until some time 
after the sale has been effected, capital of the society which might 
otherwise be invested at interest is outstanding in the form of debts; 
and, as compensation for this loss, the society adds to its normal 
cash selling price an amount which represents the interest on the 
outstanding balances for the periods for which they are expected 
to be owing. If, for example, furniture is offered at £100 for cash, 
it might be charged at £105 when sold on the hire-purchase system, 
the {£5 representing the interest on the outstanding balances. A 
deposit of £15 may be asked for, and the balance of £90 may be 
required to be paid in twelve monthly instalments of £7. 10s. each. 

Actually, a little more than the amount of interest should be 
added—a little for the extra expense of recording and collecting 
the debt, and a little for the risk of non-payment and loss.t Even 
these additions are not enough to cover the society. In a cash 
transaction for the furniture previously mentioned, the society 
has to pay dividend on £100; but in a hire-purchase transaction 
it has to pay on £105. The addition to the cash selling price should 
therefore provide for the dividend that has to be paid upon the 
addition itself, otherwise hire purchasers will benefit in comparison 


* Notably on pages 25, 26, 43, 100, and 101. 


+ A society can insure against these losses so that a basis is available for an estimate of what 
should be added to cover the risk. 
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with cash purchasers. The exact amount to be added for all the 
purposes mentioned will have to be decided in each case according 
to the amount of the deposit, the number and amount of the instal- 
ments, the length of time allowed for the completion of the payment, 
and the rate of dividend payable by the society. 


The sale is not consummated until the final instalment is paid, 
and the interest element in the price is not payable unless credit 
is taken by the member for the expected term. Convenience and 
approximate accuracy in distributing the various elements of 
the price are embodied in the following method of treating hire- 
purchase sales. 


When a hire-purchase sale is effected, the department effecting 
the sale, after the completion of the hire-purchase agreement, 
should make a record of the purchaser, the nature of the purchase, 
and the conditions of sale in a duplicate recording book; and the 
tear-out page—representing a debit note—should be handed to the 
hire-purchase recording and collecting department, which may 
be either a section of the selling department, as in some societies, 
or a section of the general office, as in other societies. This note 
will form the basis of the entry in the Hire-purchases Ledger. 


Before the note is entered, the selling price will require to be 
dissected, and two amounts—the normal selling price and the 
interest, etc., charge—will require to be entered on the note, as 
they will have to be entered separately in the purchaser’s account 
in the Hire-purchases Ledger. When the department is being 
credited with the sale, it is the net amount, i.e., the normal selling 
price, which must be credited to the Departmental Sales Account, 
as explained in Chapter VI (page 100). The department’s duplicate 
recording book of hire-purchase sales, or the tear-out sent to the 
office, can form the basis of the primary record of the sale. 


In the Hire-purchases Ledger, an account is provided for each 
purchaser. At the head of each page provision is made for recording 
the name and address of the purchaser, the nature of the purchase, 
and the conditions of sale, amount, due date of the instalments, 
and other relevant information. On the Dr. side of the account, 
the net amount of the purchase will be entered; but the total 
amount of added charges and the proportion of these added charges 
embodied in each instalment will be noted at the head of each page, 


but not debited at this stage. 
BB 
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A PAGE IN THE HIRE-PURCHASES LEDGER. 
IName OF HITED -o.8 eck oda lediscee seas beet ene oe coals ome ees cae wialtict oistatelers cate teens 


D6 tak sos Wee ae en se ar AR SR cochcrocotponaccauac cos aode aacuocndascab ae baeenee ae 
SUC UN Ga rsdcab ene ok Description of Goods...:5.ss<o0+ncesnemesmaeee eset 
WalliG1 OF: GO0US) a5% oxcscseee sade ermesaes b 
De QOSiti 2c. napli steeds aes co ceemmeenaeecs: £ 
Interest, etc., on balance, at...... per cent......f 
Amount Payable: -.c50<iseccesseseatees cg 
Payments at the rate of......... Peres... made up Of {....2ss.sssseus 
Capitaliand fcacsacaree: interest. First Payment due......:..... 
| Present 
VaNecluding | ducon | ~—- Payments | Amount owing, 
Date. Check No. rateresis Tastalenenite! | Received. iene 
oe ee Of due to date. 
£ i | S £ 


When an account is being credited from the subsidiary cash 
book; (see page 26), the payment will be entered to show the interest 
element and the capital element. This is achieved indirectly. 
The information at the head of the page indicates what portion 
of each instalment is the interest element and what portion is 
capital. When the cash receipt entry is being entered in the 
Payments Received column (the gross amount received), that 
portion of it which represents the interest element should be 
entered in the preceding column, Interest due on Instalments.* 
The difference between the Payments Received column and the 
total of the two preceding columns is the amount owing for goods 
excluding interest. The society’s accounts will not present a true 


* Unless previously entered, as might happen if the instalments were overdue and the society’s 
accounts had been balanced in the interval. In this case the interest due would be carried down. 
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picture of the society’s position if credit is taken for interest that 
is not yet due. It may happen, however, that instalments fall 
into arrear and are in arrear when the society is making up its 
half-yearly accounts. In this case, the account in arrear must be 
debited with the interest on the instalments in arrear, and the 
amount must be entered in the Interest due on Instalments column 
—a Dr. entry—and carried down as an outstanding balance, being 
thus entered in the section of the page for the succeeding period, 
where it must be distinguished from interest items belonging to 
that period by being starred or entered in red ink to prevent its 
being included as interest earned in the second period. The 
corresponding Cr. entry for all these Dr. entries will now be explained. 

At the end of the half year, the hire-purchase accounts will 
require to be summarised in order to obtain the total owing, the 
amount being required for the Statement of Liabilities and Assets. 
When summarising the amounts owing,* the totals of the columns 
recording interest on instalments (paid or unpaid) will also be 
summarised and totalled, any interest due on unpaid instalments 
having been previously entered. This total in the summary 
represents the interest for the period on hire-purchase accounts. 
It is already entered as a Dr. item in the various Hire-purchase 
Ledger accounts, and will now be posted to the credit of an account 
in the Sales and Income Ledger, the account being headed, 
“Interest on Hire-purchase Accounts.” The balance of this 
account will be transferred to the Investments Revenue Account 
when the balance sheet is being prepared. 

The total of amounts owing on hire-purchase account, obtained 
by summarising as explained above, will not include any element 
of interest on the instalments not yet due; and in providing for 
a reserve against these debts no allowance for interest has to be 
made. 

Although the normal cash selling price of goods is credited 
to the departmental sales in the case of hire-purchase sales, 1.e., 
the price without the interest charge, the checks issued will be 
for the cash received, which will be for the gross price including 
the interest element. ‘The checks issued will therefore agree with 
cash received, but neither the total of the cash nor the total of the 
checks will agree with the departmental sales. Cash receipts cease 


® These are the amounts excluding interest on instalments not due but including interest on 
instalments due and unpaid. 
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to be the sole record of sales when credit is given, even when given 
in the form of hire purchase. Adjustments of cash receipts have 
to be made in any case for debts owing, and it is best to segregate 
hire-purchase receipts throughout and treat them independently 
of other receipts. It is also desirable to use a separate check book 
from which to issue the checks against hire-purchase receipts. The 
receipts on hire-purchase account will then agree with the checks 
issued on hire-purchase account. If the society’s trade, other than 
hire-purchase trade, is a cash trade, the ordinary cash receipts 
will be the basis of the sales record, but will be supplemented by . 
hire-purchase sales, the amount of which can be credited to the 
department’s Sales Account when it hands over goods to the hirer. 
This entry can be made from the form supplied by the department 
to the office at the time. The hirer will be debited in the Hire- 
purchases Ledger, and the Sales Account will be credited with the 
value of goods handed over. 

The checks issued will be the basis upon which the allocation 
for dividend will be estimated, and the amount will not be the 
same as the value of goods sold during the period. 
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APPENDIX IV. 
C.W.S. PURCHASES BOOK. 


In Chapter IV., the compilation of the Purchases Book was 
explained. In that book, purchases from the C.W.S. can be 
entered in the same manne1 as purchases from other traders; and 
typical purchases from the C.W.S. were explained in relation to 
that book. The purchases which societies make from the C.W.S. 
are so numerous, however, that advantages are to be gained by 
segregating these purchases and entering them in a special Pur- 
chases Book. In fact, most societies do segregate them; and it 
seems desirable, therefore, to deal with the form and entries of a 
special C.W.S. Purchases Book in an appendix. 


The C.W.S. Purchases Book kept by a society will be ruled 
in analytical columns somewhat similar to the Goods Purchased 
Book explained in Chapter IV. (pages 52-57), but with slight 
differences in the column headings. The ledger reference column 
is omitted as being unnecessary where only one personal ledger 
account is involved; and two additional columns are provided— 
one for expenses and one for packages. The rulings on page 406 
can be accepted as suitable. 


The C.W.S. invoices are separated from other invoices and 
numbered from 1 upwards. ‘They form a separate series, and the 
numbers will not clash with those given to the invoices of private 
merchants. ‘The number of the invoice is entered in the first 
column of the Purchases Book, the date of the invoice is entered 
in the second column, and the factory or depot issuing the invoice 
in the third column. A brief and general description of the contents 
of the invoice is given in the fourth column, and the total amount 
of the invoice (including packages) is entered in the fifth column. 
Subsequent columns ate assigned to the various departments and 
branches—a column for each branch or department—and the 
total of the invoices is analysed in these columns according to the 
departments for which the purchases have been made. A column 


C.W.S. PURCHASES BOOK. 


406 


ST 


teteee 


0 O1@ 


0 OL 02 


weeeee 


00 9 


Seeeee 


tenons 


OFOTS: 


0 OT SI 


Ee Sie 


ot eeee 


0 Or SI 


prceocmasmenoessi a Tics 
AO e eee e een enee radeg 


pesencoese=*- OTD OTS 


OL Osa) tte mops 


Ger AS Sy KS KS SS 1S 
10 
~ 
ise) 


Heeb ene eentewenee yns 
ne eeereene say} are319 


***SaLT90015) paxTyl 


“sand ug 


*sosued xq 


Teo) 


*ALOYeE 


“Aroyong 


*Aradeiq 


*A1a0015) 
113099 


*asnoy 


-3IeM 


“IVLOL, 


*2010Au] JO 
uond119saq, 


Hsteereereee gouges 
“** 4991} UOO][Lg 
titres prog 
Hreeereeres TW UNS 
sere YOYSNOIg 
8 qoars dreys 


"* 139a74g wOOTTeg 


*20IN0S 


« 
€ 


“ 


“e 


“ 


9 
2 
9 
oa 
¥ 
¥ 
% “PO 


a7eq 


Ptah Sb ieye itchaa 


“oN 
Q0I0A 
=u 


JOOS CUO SUDO SOG CUATIC OID LO OO 0000 DOO CO COM OU GA COC OCIOOOICa arses 


‘MOO SHSVHOUNd S'A'O 


suIpua Yaa 


C.W.S. PURCHASES BOOK. 407 


following the departmental columns records expenses—all the 
items of an expense nature are entered in it and are analysed, as 
explained later, in the Expenses Books. An end column, separated 
from the other columns by a double line, records the value of the 
packages charged on each invoice, this amount having previously 
been entered, with the goods, in the column of the department 
receiving the packages. 


The columns are totalled weekly. The total of the total column 
is posted to the credit of the C.W.S. in the Creditors’ Ledger; and 
the amount thus posted should agree with the total of the C.W.S. 
weekly statement. If it does not agree with the statement, the 
items in the statement can be compared with the items in the 
Purchases Book, and the comparison should reveal the cause of 
the discrepancy. The totals of the departmental and branch 
columns ate posted to the Purchases Account of these departments 
and branches in the Goods and Expenses Ledger, and their posting 
completes the debit entries relating to goods. 


The invoices relating to expenses*—telatively few in number— 
are abstracted from the weekly batch and are entered in the Trade 
Expenses Analysis Book or General Expenses Book in the usual 
way, after which they are returned to the weekly batch of invoices. 


A separate section of the Purchases Book is assigned to the 
recording of credits, the amounts being analysed in the same way 
as the amounts of the invoices, the column totals being credited to 
the various Purchases Accounts and debited in a weekly total to 
the C.W.S. 


A strict record should be kept of the packages which, as we 
have seen, are charged for with the goods. They are only credited 
when returned, and application for credit must be made by the 
society. It is recommended that societies print special forms for 
this purpose and number them, giving a code letter to each depart- 
ment and branch. Thus A might be the code letter for the grocery 
department, and Aa might mean the grocery central branch. These 
numbers will be quoted on the C.W.S. credit note, which will facilitate 
reference to the Packages Account and the Departmental Putchases 
Accounts. ‘The Purchases Book, if prepared on the lines suggested, 


* Any accounts representing capital expenditure must be similarly abstracted to be entered in 
the Capital Expenditure Book. Where such items occur, a column must be provided in the Purchases 
Book for capital expenditure. 
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records the value of packages charged on each invoice, and a special 
gos Book, ruled as below, should be kept:— 


PACKAGES BOOK. 


F Receiving ne Value Neel ee 
TEvolce From: Branch or ghia. Num- as Apetice paste 
ee Department. x bers of | Charged. far Credit 


| Casks. Credit. | Note. 


When the C.W.S. has credited the society, after receiving the 
packages, the allowance will be made from the weekly statements. 
The society will debit the C.W.S. with this amount and credit 
the Purchase Account of the department returning the package. 
The credit note can be entered in the Credits section of the Purchases 
Book and treated analytically in the same way as other credits, 
and the amounts of any credits for packages will thus reach the 
C.W.S. Account and the departmental accounts in the same way 
as other credits. The credit note for empties will quote the number 
of the application for credit, and the code letter quoted will indicate 
the branch or department to be credited with the amount. 


S.i|-da 


‘ 


For internal purposes a Weekly Summary of the Packages Book 
should be prepared, in order to supervise the packages and secure 
all possible credits. ‘This summary can be ruled as follows :— 


WEEKLY SUMMARY OF PACKAGES BOOK. 


Returns, as per Amount 
Date Value of Invoices Applications Stock at Credited, as per 
3 brought caemarel for Week. for end of Week. Credit Notes 
: Credit Book. Received. 
s £ £ £ £ 
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APPENDIX V. 


ALTERNATIVE METHOD OF RECORDING 
LRADE EXPENSES, 


In Chapter V. the method of recording trade expenses was 
considered. It was there suggested that all trade expenses should 
first be entered in a Trade Expenses Analysis Book, where the 
nature of each item of expense would be recorded along with the 
name of the department, or branch, and the total amount of the 
invoice or transfer. The amount of each invoice was entered (being 
dissected where necessary) under functional headings for (a) 
Distributive departments, (0) Productive departments, (c) Service 
departments, and, without classification, for (2) Grocery Warehouse, 
(b) General Office, (c) Check Office, and (4) General Charges common 
to all departments. The column totals of this book serve a useful 
purpose, which was explained in Chapter V.; but the main purpose 
of the book is to serve as a starting point for the entries in the 
Departmental Expenses Book. 


In the Departmental Expenses Book a page was assigned 
to each branch or department, and was ruled in a manner that 
provided for the recording of the functional totals, and also for 
recording under nattire headings the amounts of the various items 
which went to the making up of the various functional totals. 


Each item in the Trade Expenses Analysis Book was entered 
in the Departmental Expenses Book in the account of the appro- 
priate branch or department, being there recorded both according 
to nature and according to function. In this way the amount of 
each item of expense for any trading period can be recorded for 
a branch both according to nature and according to function; 
and by totalling the columns at the end of a trading period the 
amount for that period can be ascertained. 


It was, however, suggested in Chapter V. (page 88) that the 
detailed analysis and classification in the Departmental Expenses 
Book might be avoided and the recording confined to the functional 
amounts. In this case, it was suggested, a column should be 
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included in the Departmental Expenses Book for recording the 
nature of each item of expense, and the columns for recording 
the amount of each expense according to nature could be omitted. 
The rulings of a page for a Distributive department would then 
be as follows :— 


| 


Expenses re 
Analysis Nature of Total of a ma Selling || Delivery | ee 
Book Expense. Expense. Charges Expenses. || Expenses. || atiocated. 
Ref. No. a 
Sisal £ | s. | d. 


su deill| 16" | s.).d. £ |s.jd.i) £ 


| 


P| 
Hee Mt 
ae 


For the purpose of internal administration it will be necessary 
to ascertain, for each branch or department, the amount of charge 
for each nature class of expense which is included in the various 
functional totals. As the nature of the expense is recorded in the 
second column of the pages of the Departmental Expenses Book 
when kept in the manner now suggested, there is no difficulty 
in ascertaining the total amount of expense under each nature 
heading for any trading period. By bringing the adding machine 
into service these amounts can be speedily ascertained, and 
probably a good deal of time and stationery can be saved in com- 
parison with the method explained in Chapter V., which, however, 
provides a more permanent available record that is more satisfying. 

There is, however, an alternative method of recording the 
expenses, which is a method varying in more than detail from that 
explained in Chapter V. Whilst in the method already explained 
the page in the Expenses Book is assigned to a branch or depart- 
ment, and all expenses for that branch or department are brought 
to that page, the alternative method now to be considered assigns 
a page to an item of expense and distributes it over the various 
departments, all of which are recorded on that page. 

In the first place, all expenses are recorded in an Expenses 
Book, where they are analysed according to nature. The function 
is noted in each case, and where a class of expense serves two or more 
functions a column is assigned for it under each function. A 
column is also provided for recording the branch or department 
to which each item is chargeable. The following ruling shows a 
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portion of the page. 


for all classes of expense according to nature). 
EXPENSES BOOK. 


41} 


(N.B.—The rulings are continued to provide 


Goops AND STOCK CHARGES. 
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Interest on Credit Warehouse | = 
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y Health and Workmen’s Printing 
3 Shop Wages. Unemployment Compensation Advertising. and 
: Insurance Charges. Insurance, Stationery. 
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These columns are continued to record other classes of expense. 

The total of each column is taken periodically—say, weekly— 

to an Expenses Allocation Book, in which a page is assigned for 
each class of expense. ‘This is ruled with vertical lines to provide 
columns for fourteen weeks of a quarter, or twenty-seven weeks 
of a half year, and with horizontal lines to provide for all the 
branches or departments as follows :— 
EXPENSES ALLOCATION BOOK. 


Waces.—Selling Expense (Distributive departments), M 
ments), Direct Cost (Service departments), 


anufacturing Cost (Productive depart- 
and General Expense (Office, etc.). 


Week of Quarter = 


Weekly Total I= 


BRANCH oR DEPT. 


GrocERY— 
Central 
No. 1 Branch... 
No. 2 Branch 

DRAPERY— 
Central 
No. 1 Branch 
No. 2 Branch 

Boot anp SHOE— 
Central 


eee eee eneeneanene 


Prrerrererrrr errr 


First Second 
Week. Week, 
£ Wisaid. i) £ is. d. 


Third Thirteenth || Total for 
Week. Week. Quarter. 
Pe seiicdall Gisela eines. d. 
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The total charge for the week, as recorded in the Expenses 
Book, is entered at the head of each weekly column in the Expenses 
Allocation Book, and should agree with the total of the items 
entered in the column. ‘These items are entered either from the 
particulars in the Expenses Book, or, if these are not adequate, 
from the invoices themselves. Horizontal totalling at the end of 
the quarter or half year gives the amount to be carried to the 
trading account of the various branches or departments, whilst the 
‘total of the weekly totals gives the amount required fer the 
Statement of Expenses according to nature, where such a statement 
‘is published by the society. 

If a society works from a cash basis, as some societies do, in 
recording expenses, i.e., recording expenses from the Cash Book 
payments, allowance must be made for accounts owing to begin and 
end. Columns must be provided (a) before the first week column 
to record the amount charged to the previous trading period but 
not paid—this must be looked upon as a credit to be deducted 
from the total of the subsequent columns—and (6) after the last week 
‘column to record the amount owing at the end of the period, and this 
amount will have to be charged to the current period and credited 
to the next one. 
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APPENDIX VI. 
BASIS OF ALLOCATING GENERAL CHARGES. 


The allocation of charges that are general to two or more 
branches or departments is one of the most troublesome questions 
of co-operative accountancy. If comparatively little is heard 
about it in public discussion, the absence of reference to it is not 
due to the satisfactory nature of the present methods, but to the 
difficulty experienced by would-be critics in finding a method that 
will be logical and more generally acceptable than the various 
methods at present adopted. In dealing with the subject here, 
we are fully conscious of these difficulties. 


It may be well to indicate at the outset the defects of present 
methods. ‘The favourite basis of allocating general charges is 
trade. General charges—a term that is elastic and has not hitherto 
included the same things in all societies—have usually been 
allocated in proportion to the trade of the various branches and 
departments. One obvious defect attaches to this method so far 
as most general charges are concerned. It is not equitable. The 
services rendered are not necessarily proportionate to the value 
of goods sold. The method also penalises the branch or department 
that is enterprising and increases its trade, and favours the unenter- 
prising department that allows its trade to decline. The former 
does not secure the full benefit of its enterprise; the latter is 
undeservedly relieved of a portion of its expenses. Again, if the 
ptices in one department increase, say the coal department or 
bakery, its share of the expenses will increase and the shares of 
other departments will be 1educed, though the services rendered 
as represented by the charges allocated may remain the same tor 
all departments. 

It is clear, however, that the sales basis may be fairly equitable 
in the case of some general charges, e.g., check office expenses, but 
less equitable in the case of others, e.g., rental charges in a building 
housing several departments. The work of the check office 
varies with the amount of the trade cast wpon it by the various 
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departments, but the rental services may be the same whether a 
department shows a 20 per cent increase or a 20 per cent decrease 
in its sales. Again, some charges are of a semi-general character, 
e.g., expenses of a grocery warehouse, and are allocable only to the 
grocery branches, the correct basis of the allocation being the 
transfers to the shops and not the sales of the shops. 


Out of the complexities of the situation certain principles seem 
to arise and may be stated as follows :— 


All expenses that can be charged direct to a branch or depart- 
ment should be so charged. This will cover most of the items of 
expense. Wages, rents, depreciation, and most other charges 
can be charged direct, except land, buildings, and fixtures charges, 
where two or more branches or departments share a building. The 
allocation of charges in such a case will be considered later. 


Charges that are of a general character or a semi-general 
character should be recorded in separate groups, each group 
including items that have a common allocation. Thus the expenses 
of a grocery warehouse, a check office, and a general office should 
all be separately recorded. The grocery warehouse expenses will 
be distributed over the grocery branches, the check office expenses 
over all the departments issuing checks, whilst the general office 
expenses will be distributed over all departments, including 
Productive departments that do not issue checks. 


Having laid down these general principles, we can proceed to 
examine various items of expense and discuss their allocation 
and the basis of their allocation, 


Warehouse. 

A separate column in the ‘Trade Expenses Analysis Book should 
record the total expenses of the warehouse (including any general 
charges that may have to be charged to it), and from that book 
the total can be posted to the Goods and Expenses Ledger. The 
allocation of the total cost for the trading period should be on 
the basis of the transfers to departments. If it is purely a grocery 
warehouse the charges will be confined to the grocery branches. 
Let it be supposed that the total charges for a half year are £500, 
and that the transfers have been: Grocery central, £10,000; No. 1 
branch, £5,000; No. 2 branch, £3,500; No. 3 branch, £3,000; and 
No. 4 branch, £3,500—a total of £25,000. Then the charge for each 
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£1,000 of transfers is £20, and £200 will be charged to the central, 
£100 to No. 1 branch, £70 to No. 2 branch, £60 to No. 3 branch, 
and {70 to No. 4 branch. The transfers in this case represent, 
roughly, the service rendered by the warehouse to each of the 
respective branches. 


Check Office. 


The check office expenses will include wages of staff, cost of 
stationery, etc., and land, buildings, and fixtures charges, with, 
possibly, a portion of certain general charges. They will be recorded 
in a special column in the Trade Expenses Analysis Book. ‘The 
total expenses will have to be allocated to the departments which 
utilise the services of the check office. At first sight it might appear 
that the basis of sales would be the correct one for apportioning 
the expenses of the check office, but this is not necessarily the case. 
A furniture department selling a piano or suite of furniture value 
£70 will issue one check for this amount, whilst a milk department 
will issue many checks to record sales of £70 and will cause much 
more work in the check office. The best basis for apportioning 
check office expenses appears to be checks issued; and this number 
can be ascertained with sufficient accuracy by taking the number 
of check books used by each department and branch during the 
current or preceding trading period. 


General Office. 

The general office expenses will include office wages, office 
stationery, telephone, postage, land, buildings, and fixtures 
charges, and any other expenses incurred in carrying on the work 
of the general office. The apportioning of the general office expenses 
is one of the most difficult problems arising in deciding the alloca- 
tion of general expenses. This arises from the fact that the work 
of the office is of such a varied character. ‘The office collects 
capital and keeps the capital accounts of the members, and this 
expense should be apportioned among the departments in propor- 
tion to the amount of capital which each of them uses; it keeps 
records of departmental purchases and pays accounts, but the 
capital employed by the departments offers no guide to the work 
they cause the office for these purposes; it keeps records of depart- 
mental sales and pays dividends, and the capital basis is again 
unsatisfactory; it keeps records of the wages and expenses of the 
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various departments, and the work thus caused is not measured 
accurately either by the capital employed or the trade recorded; 
and it transacts purely general business that could not possibly be 
traced to any department. It seems impossible in these circum- 
stances to determine a basis that is free from criticism: the only 
thing that might deter a critic would be his inability to suggest 
a basis that was not as much open to criticism as the one he 
criticised. That a better basis than now obtains is both possible 
and desirable we firmly believe, but until secretaries have collected 
the necessary data and criticised alternative methods, they will 
probably prove impracticable. 


For these reasons, unsatisfactory as it is, we are forced back 
upon the sales basis in allocating the expenses of the general office, 
counting as sales for this purpose the transfers of Productive and 
Service departments. A “ weighting ’’ of departments in accordance 
with an estimate of their relative calls upon the services of the office 
may help to reduce the inequity of the bare sales basis; but this does 
not meet one criticism.we have already made, viz., that an enter- 
prising department may be penalised and an unenterprising depart- 
ment may be benefited by this method. But Mr. W. E. Banister 
(secretary of the Liverpool Co-operative Society), in a paper he 
read at the Trades and Business Conferences in 1926, described a 
method by which can be determined the amount of trade a branch 
should do to cover the expenses and dividend. If it does more 
trade its surplus increases; if it does less trade its surplus declines. 
It may be that this amount of trade, which we may call the standard 
amount of trade, offers a better basis for allocating expenses than 
the actual amount of trade when deciding the proportion of the 
general office expenses to be allocated to the various branches. It 
is true that the general office expenses form one of the elements 
in the calculation to be made, but if the average rate per £ of sales 
for other branches be taken in the first trading period for a new 
branch when making the calculation, the standard amount of 
trade can be employed in subsequent periods. The standard amount 
of trade would at any rate be a more equitable basis than actual 
sales as between the enterprising and unenterprising branch 
managers. 


This discussion, not by any means exhaustive of the problem, 
will have shown the complex nature of the problem of allocating 


BASIS OF ALLOCATING GENERAL CHARGES. A417 


the general office expenses, and will have explained our resort 
to the sales basis, because, at the moment, it is the easiest, and no 
simple alternative is at hand. 


Committee Fees, Audit Fees. 
These are expenses of a general nature and can be allocated 
on the same basis as general office expenses. 


Delegations. 

Delegation expenses, where possible, should be charged direct 
to the departments concerned. Thus a delegation to the farms 
from which the society obtains its milk should be charged to the 
dairy. A committee member accompanying a drapery buyer to a 
drapery sale should charge his expenses to the Drapery department. 
General delegations, such as delegations to the Co-operative Union 
annual congress, or the sectional or district conferences, should be 
allocated in the same way as general office expenses. 


General Printing and Advertising. 

By general printing and advertising we mean the printing of 
notices calling members’ meetings, the printing of balance sheets, 
tule books, etc., and advertising that cannot be charged direct 
to one or more departments. ‘These expenses should be allocated 
on the same basis as general office expenses. 


Wages of Caretakers. 

These wages should be charged to the office or departments 
concerned. If for a block of premises, including a hall, offices, and 
shops, a portion should be charged to each section according to 
services rendered. 


Subscriptions Chargeable to Trade Account. 
These can be allocated on the same basis as general office 


expenses. 


Secretary’s Salary. 

The secretary’s salary should be treated as other office salaries 
are treated, viz., as part of the general office expenses, unless the 
secretary acts also as manager or buyer, in which case a portion 
should be charged, as suggested below, for the general manager’s 
salary, the portion thus charged depending upon the relative 
amount of time devoted to managerial and to secretarial duties. 

CC 
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General Manager’s Salary. 

Where the general manager has no departmental duties his 
salary should be treated as the secretary’s salary is treated, viz., 
as a part of the general office expenses, or allocated to the depart- 
ments direct on the basis of sales. In many cases, however, the 
general manager is also grocery manager and buyer. In this case 
a portion of his salary, depending upon the duties he performs 
for the various departments and the duties of a general character, 
should be charged to the departments according to services rendered, 
and the remaining portion should be treated as general charges 
to be allocated over all departments on the basis of sales. 


Rental Charges for a Block of Premises Embracing 
Several Departments. 

This subject, like the general office expenses, is one presenting 
many difficulties. An allocation of capital costs (upon which 
rental charges depend) cannot be based upon area or cubic contents, 
because this basis takes no account of situation—ground floor or 
top floor, front premises or back premises, nor can it be satisfactorily 
based upon sales, for a furniture department on an upper floor 
may then be called upon to bear a heavier burden than a con- 
fectionery department on the ground floor occupying as much 
space. The best way of dealing with this problem is to obtain 
from the architect or an expert valuer an estimate of the proportion 
of the total capital cost that can be attributed to the various rooms 
—trental values being considered in making the allocation—and 
upon this basis the interest and depreciation charges and the rates 
and taxes can be apportioned to the departments according to the 
rooms they occupy. 


General. 

Having reviewed the subject in a general way, we can now 
bring our suggestions respecting the allocation of general charges 
to the point of summary. All expenses should be charged direct 
where this is possible. General charges should be grouped according 
to the departments over which they have to be spread; and in the 
‘Trade Expenses Analysis Book a separate column should be 
provided for each group of items that have a common destination 
and common allocation. Warehouse expenses should be allocated 
among the departments served by the warehouse, and in proportion 
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to the transfers to these departments. Check office expenses should 
be allocated in proportion to the number of checks issued in the 
various departments. General office expenses, committee fees, 
audit fees, general printing and advertising, and trade subscriptions 
should be apportioned on the basis of trade and transfers. ‘The. 
secretary’s salary should be included, with other salaries, in the 
general office expenses; the general manager’s salary should be 
treated as a general charge except where he undertakes depart- 
mental duties, in which case a portion should be debited to the 
departments for which he acts. The expenses of delegations, when 
incurred for departmental business, should be charged to the 
department concerned; and when incurred for general business 
they should be charged to the group of general expenses that are 
allocated on the basis of sales to all departments. 


The sales basis is not a satisfactory basis for allocating charges 
of a rental character. Where two or more departments occupy 
parts of the same block of premises, an architect or qualified valuer 
should be asked to estimate the proportion of the total capital 
expenditure (including the land) attributable to each room, and the 
departments should be charged according to the rooms they occupy. 
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APPENDIX VIL 
INTEREST AND DEPRECIATION CHARGES. 


In explaining in various chapters of this book the entering of 
interest and depreciation charges in the accounts of a society, 
we had to leave on one side an explanation of the method of arriving 
at the amount of these charges, as the attention of the reader 
would have been too much diverted from the explanation of the 
method of entering them. It is necessary, however, that the book- 
keeper should know how the amounts should be arrived at, as well 
as how they should be entered, and this appendix has been set 
aside for the explanation. We have to explain (a) the rate of 
interest and depreciation to be charged; (b) the values upon which 
they have to be charged; (c) the allocation of the charges. 


Rate of Interest. 

It is suggested in Part I. and Pa:zt II. of this work on Book- 
keeping that the rate of interest charged to Trading Account and 
Investments Revenue Account should be a little higher than the 
average rate actually paid by the society. The addition to the 
average rate paid is to allow for the office expenses in recording 
the transactions relating to capital, as these expenses are part of 
the total cost of the capital to the society. The amount of interest 
actually paid by a society is neither the interest upon the amount 
of capital recorded at the end of the year (some of which has been 
invested for less than a year) nor the interest upon the amount of 
capital at the beginning of the year, for this is probably less than 
the amount upon which the society is, in fact, paying interest. When 
calculating the average rate of interest paid by the society what is. 
required is the average amount of capital for the year, and this 
can be obtained only approximately. 


The average amount of capital for each half year and the amount 
of interest for each year can be ascertained from the balance sheet 
ot books of the society. The average amount of capital for the 
half year can be taken to be one half of the capital at the beginning 
and end of the period. The statement can be set out as follows :— 
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Amount at Interest 
CAPITAL. commence- | Amount at ge Credited 
ment of Half Y Hal ws for 
Half Year. rat err Period. 
£ £ £ f£ NS 
Pere, Capita Neer icancasdnuencacos od 20000 22000 21000 420 
MEDAN (Ga pita eevccrccncseacessswierscnss<cascs 6000 8000 7000 120 
Savings-Bank Deposits ............00e.0+ 1800 2200 2000 30 
30000 570 
Capital. Interest. 
PRES Cuaale CAT cst. ca.seseabdcsxcat 30000 570 
PEGOMCMIaAl VEAT S.sccskeiecs sce. 35000 630 
65000 1200 
Pies Cetca pital FOr VAL oc.c lice. socwsenenaceces £32500 
WERE SOUCY CAL Msc ecccar-netsuacccetanaedsescrt £1200 


Average rate of interest for year— 
1200x100 1200 48 


pee 26) 7a 


32500 325,13 
=3,{; per cent per annum. 

In this case 4 per cent would be a suitable rate to charge to the 
departments. The average interest rate for one period, ascertained 
as above, can form the basis of the charge for the next period. This 
will be a convenience in making the depaitmental charges when 
preparing the books and the interest charges for the current period 
are not known. 


Rates of Depreciation. 


In Chapter V. (page 89) the following rates of depreciation 
were recommended :— 


Buildings and shops......... 24 per cent per annum. 
Fixed stock and plant....... 10 . 7 
FROINTOStOCK.; cacalesssssnsse 20 ce A 

Party Dtldings, 2.0000 55-905.s 24 fs x 

PALM MACHINE Y gece cn- ean 10 


* Calculated as suggested above for first half year. 
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For house property 1} per cent’ to 2 per cent is probably sufficient. 
Land does not normally call for depreciation like buildings, but 
where land is declining in market value it should be depreciated 
at a rate approximately equal to the actual decline in value. It is, 
however, a sound policy to depreciate the recorded value of land in 
the society’s books in order to strengthen the financial position of the 
society, and in these cases 1} per cent per annum is a sufficient 
rate, or, in place ofa fixed rate, allocations from the surplus can 
be made during prosperous periods. ‘The special committee on 
farming, reporting to the 1926 Congress, recommended that so far 
as the depreciation of farming land is concerned, a reasonable 
proportion of any surplus on the farming operations should be 
applied in reducing the book value of the land. 


Bases of Interest and Depreciation Charges. 

(a) Interest. Interest is chargeable to the revenue accounts 
upon land, buildings, fixtures, live and rolling stock, machinery, 
stocks, and debts. 

The amount upon which the interest is charged is as follows :— 
Land—The book value at the beginning of the half year. 
Buildings—The book value at the beginning of the half year. 
Fixtures—The book value at the beginning of the half year. 
Live and rolling stock—The book value at the beginning of 

the half year. 
Machinery—The book value at the beginning of the half 
year. 
House property 
half year. 
Stocks—The average amount for the period. 
Debts—The average amount for the period. 


The book value at the beginning of the 


The book value of land, buildings, etc., at the beginning of the 
half year is, of course, the original value reduced by depreciation. 
If during the half year any considerable expenditure has been 
incurred for any of these items, interest should be charged upon 
the amount from the date of incurring the expenditure. If the 
amounts are small they may be ignored. 


The average amount of stocks is not the average of the com- 
mencing and ending stocks, for stocks are usually reduced at the 
end of the quarter, and do not represent the typical amount of 
stock. A convenient way is to base the average stocks upon the 
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purchases and sales (at cost price) for the first few weeks of the 
quarter or half year as follows :— 


DEPARTMENT No. 1.—AVERAGE STOCK ASCERTAINMENT, 


eas Sales for Stock 
WEEK OF QUARTER. Se yt ee Week at at end of 
Weel Cost Values. Week. 
£ £ s £ 

TS bye hence accatectvcveceaesscesessecs Saxeees 760 1000 300 1400 
SOCOM voceescenccncsseengeccecaseccsceesseses 1400 400 250 1550 
PREC ewe ccatecs haccesesecccctesescercce se orc 1550 100 300 1350 
HG UbELiisescseesavesnceredsssererascevess eos <ss 1350 100 250 1200 
TFILb Detach cost etassescerceesescs sche cacscews 1200 200 250 1150 
DERG cdus ase ctsearee say conswawiatcnwessmcente 1150 200 250 1110 


‘The stocks at the commencement of each week should be totalled 
and divided by the number of weeks—six—giving an average 
of £1,225, which will be sufficiently accurate for the basis of the 
interest charge. In some societies, a statement containing the 
above and other information is prepared as part of the system 
of stock control, and in those societies the preparation of a special 
statement is not required. 


The average amount of debts is not the same as the amount 
of debts at the end of the quarter or half year, for efforts are usually 
made to collect the debts before the accounts are prepared. A 
test for a quarter should be made from time to time, the amount 
owing at the end cf each week during the quarter being recorded 
and the average ascertained. It will usually be found that this 
average is approximately the same as the amount owing at the 
end of the middle week of the period, and this amount can be 
accepted, subject to the check mentioned, as the amount upon 
which interest can be charged to the Trading Account. 


(b) Depreciation charges. The subject of depreciation was 
discussed at some length in Part I., pages 171 to 174, and those 
pages should be read along with the present statement. Deprecia- 
tion charges should be assessed upon original values. It was pointed 
out in Part I. that this method ensures a more regular charge being 
made for depreciation than the alternative method of depreciating 
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on nominal, or reduced, values. ‘The latter method is often 
advocated on the ground that the repairs charge increases with 
the age of the asset, and a reducing depreciation charge, combined 
with an increasing repairs charge, gives a more regular total charge 
for depreciation and repairs than would otherwise be secured. 
This is hardly a sufficient justification. The asset depreciates 
more rapidly in some respects the older it gets. The equivalence 
of annual charges is secured by the reduction of interest charges. 
In a co-operative society where interest is charged to the Trading 
Account upon the reduced capital value of the assets, it is advan- 
tageous to reduce the capital value more regularly by depreciation, 
for the reduction in interest charges thus secured acts as a set-off 
against the increased cost of repairs. This was clearly explained 
in Part. l. Chaptery XLV. 


There is another reason why depreciation should not be based 
on reduced or nominal values. It means, of course, a reduced 
annual charge year by year. An asset originally worth £100 
depreciated at the rate of 10 per cent per annum on reduced values 
imposes a charge in successive years of £10, £9, £8, £7-3, £6°5, £6, 
and £5-3—in the first year £10, in the seventh year £5-3. Now 
one reason for depreciation is the fact that machinery becomes 
obsolescent. Obsolescence becomes more rapid, not less rapid, 
as the years pass by, and, if anything, more should be allowed for 
this element in successive years; but depreciation on reduced values 
provides a smaller sum to cover a declining value, of which 
obsolescence is an important cause. 


Allocation of Interest and Depreciation Charges for Premises 
Occupied by Several Departments. 

It has been a not uncommon practice in co-operative societies 
to charge interest and depreciation upon the premises as a whole, 
and to allocate the total charges among the occupying departments 
in proportion to their trade. This method has been criticised in 
Appendix VI. 


The soundest method is to allocate the capital costs to the 
occupying departments in the manner recommended in Appendix 
VI., and then to debit departments with interest and deprecia- 
tion upon their respective shares of land and buildings costs and 
upon the value of the fixtures in the rooms which they occupy. 
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APPENDIX VIII. 
GENERAL PROPERTY REVENUE ACCOUNT. 


A Co-operative Society is usually both the owner of premises 
and the occupying user of the premises it owns. Very seldom, 
however, do societies attempt to ascertain, separately, the economic 
results of their venture as property owners (or landlords) and as 
traders. Both classes of result are embodied in their trading 
surplus. It often happens, therefore, that a branch occupying a 
shop that has been well written down by previous depreciation 
is charged with rental charges (interest, depreciation, etc.) below 
the economic rental value of the premises occupied, and the pub- 
lished trading results are more favourable than the actual trading 
operations have produced. What might be a loss if an economic 
rent were charged becomes a surplus. Another branch, occupying 
premises in no way different except that they are rented or have 
not been as liberally depreciated, will have to bear heavier rental 
charges, and may show a smaller surplus though managed with 
equal or greater efficiency. Satisfactory comparisons between 
branches are rendered more difficult for these reasons, though the 
segregation of Land, Buildings, and Fixtures charges in the Standard 
Balance Sheet does something to locate the causes of differences 
in results. 

The present method does not reveal the surplus upon the 
investment of capital in trade premises as distinct from the surplus 
upon the trading activities. It is one of the purposes of the Property 
Revenue Account, which may be described as the account of the 
society as landlord, to make it possible to show both surpluses 
separately. 

The Property Revenue Account is debited with interest upon 
capital invested in property, with ground rents, depreciation, 
repairs, and with all other expenses of the property which a landlord 
would have to bear. A commercial rent equal to what would 
have to be paid to a private landlord is charged to each branch 
or department and credited to the Property Revenue Account. 
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‘The assessment value for rating purposes provides a basis in the 
absence of any other basis for fixing the commercial rent to be 
charged, or a qualified valuer’s opinion can be obtained. The 
difference between the two sides of the Property Revenue Account 
represents the society’s surplus or deficiency upon its investment 
in property. 


Obviously, the Property Revenue Account, being of the nature 
of an investment account, is related to the Investments Revenue 
Account. ‘The Property Revenue Account can therefore be included 
in the Investments Revenue Account in detail, but preferably 
only in total—the total of all expenses on the Dr. side, and the 
total of all outward charges (its income) on the Cr. side, a detailed 
account being published as a supplementary account if required. 


During the trading period, the accounts received for ground 
rents, repairs, etc., will be entered in the General Expenses Book, 
in which a column will be provided for Property Revenue Account 
Expenses. Interest upon the capital invested in the property, and 
depreciation charges upon the property, will all be entered in the 
same column of the same book from a journal entry or a dummy 
invoice. For internal purposes, and perhaps for publication pur- 
poses, the amount of charge under each heading may be required 
though not classified in the General Expenses Book. When this 
information is required the amount of each class of expense can be 
extracted from the General Expenses Book, with the aid of the 
adding machine, at the end of each trading period; and the expenses 
can be entered in the Property Revenue Account in the Private 
Ledger under their respective heads via the Property Revenue 
Expenses Account in the Goods and Expenses Ledger. 


At the end of the trading period, a statement can be prepared 
of the rents chargeable to the various branches or departments. 
The amounts will be credited to the Property Revenue Income 
Account in the Sales and Income Ledger, and then transferred 
to the Cr. side of the Property Revenue Account in the Private 
Ledger. The statement can serve as an invoice for the rent charges 
for the various branches and departments, the charges for each 
of which will be entered first in the Trade Expenses Analysis Book 
and then in the Departmental Expenses Book, where the item of 
rent will replace most of the usual items coming under the head of 
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Land, Buildings, and Fixtures Charges. From this book, the 
charges are carried with other expenses to the various accounts in 
the Goods and Expenses Ledger and thence to the various trading 
accounts in the Private Ledger. 


By this method of dealing with the rental charges of shops, the 
final balance disposable is the same as it would be if the usual 
methods were adopted; but the results of the society’s operations as 
landlord and as trader are separately shown—and this is helpful 
to those who wish to exercise keen supervision and know where the 
society is weak and where it is strong. 


428 STATEMENT OF EXPENSES ACCORDING TO NATURE, 


APPENDIX IX. 


STATEMENT OF EXPENSES 
ACCORDING TO NATURE, SHOWING ALSO 
FUNCTIONAL CLASSIFICATION.* 


A Statement of Expenses showing the amount of each nature 
class of expense—wages, rents, repairs, etc.—is an optional account 
in the Standard Balance Sheet, but many societies desire to publish 
one. The subject was referred to in Chapter XIV. of Part I. and in 
Chapter XIII. of this part, whilst specimen accounts in blank are 
given in Appendix II. of Part I. and Appendix X. of this part. 


The statement can be prepared by listing under the various class 
headings the amounts recorded in the Trade Expenses Analysis 
Book. With the aid of the adding machine this is not a big task. 


Some societies desire to go further than the publication of the 
bare list, and wish to show, also, how the amount of each expense 
has been classified functionally. This information, also, is available 
in the Trade Expenses Analysis Book, for each item, when entered, 
is recorded both according to nature and according to function. 
If the clerk, when taking out the items for each class of expense 
according to nature, indicates the function as well he can speedily 
prepare the account. 


The clerk should first assign a number or letter to each of the 
analytical columns in the Trade Expenses Analysis Book, beginning 
at the Goods and Stock Charges column of the Distributive depart- 
ment with No. 1 and finishing with General Charges—all Depart- 
ments as No. 17} (see page 77 for illustration of rulings of the 
Trade Expenses Analysis Book). When listing the items under 
each nature heading he should leave a space after the entry of 
the pence, and then enter the number of the column in which the 


* This subject was discussed in Chapter XIII. and the method here explained is a supplementary 
or alternative method of preparing the account. 


+ As Service departments and Productive departments will probably be merged in the expenses 
statement to agree with the balance-sheet entris, the columns in the Service departments’ section of 


the trade expenses might be given the same numbers as the columns in the Productive departments’ 
section. 
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item is entered according to function. If an item is in two functional 
columns it should be listed in its two parts and not the one total. 
This will permit the functional classification to be recorded. Having 
run through the Trade Expenses Analysis Book for the whole of, 
say, the rents or the advertising expenses, he will total the items 
and will enter the name and total of the expense in the total column 
of the prepared form ruled as shown on page 247. He will then 
look through his key numbers to see if all the items belong to the 
same functional classification, as they will in most cases, aud then 
enter the total under that functional heading. If one or two items 
belong to another functional heading he will extract them, enter 
them in the correct column, and deduct their amount from his 
first total, the balance being the amount to be entered in the column 
of the function to which the majority of the items belong. 


When he has completed his extraction of all the items except 
the internal charges (interest and depreciation, etc.), he will make 
his first totals as shown on page 247. These will agree with cash 
payments after they have been adjusted for debts owing at the 
commencement and end of the period. He will then enter on 
successive lines the items of bad debts, interest charged to trade, 
and depreciation charged to trade, inserting the amounts in both 
the total and functional columns. ‘The necessary information is 
contained in the rade Expenses Analysis Book. He will then 
make another line of totals which will show the total trade expenses 
and their classification. 


The next step is to allocate the various classes of general expenses. 
These are already allocated in the Trade Expenses Analysis Book, 
from which he can extract them. They are entered (as shown on 
page 247) in both the total and functional columns. ‘The total 
column is not totalled again because that further total would 
include, a second time, the general expenses which have already 
been included in the previous total, and this duplication would 
produce a total that would not agree with the trade expenses in 
either the Trading Account or the Cash Account. The functional 
columns are totalled, but the total of the last column, in which 
the general expenses and other allocated expenses are entered, is 
not brought down to the final line. 


Before the functional columns are totalled the transport charges 
to departments should be entered in both the total and functional 
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columns. ‘The whole of the charges of the transport department 
cannot be entered, and should not be entered, because some of them 
are for the inward carriage of goods and have been added to the 
purchase price of the goods as part of the complete cost of the goods. 
This portion of the charges can be entered in a panel in the final 
column, where the amounts charged to the Goods Account of the 
Distributive and Productive departments respectively may be 
shown. When the functional columns are now totalled, the amounts 
should agree with the amounts entered in the Trading Account. 
This agreement will be seen by comparing the expenses of the 
New Era Society recorded in the statement on page 247 and those 
entered in the Trading Account on page 226. 


It sometimes happens that a society has certain sundry income 
that is best treated as a set-off against the expenses. These set-offs 
should be credited to the appropriate items in the list of trading 
expenses and entered in the Trade Expenses Analysis Book as 
explained in Chapter V. (page 88). If it is desired to show these set- 
offs in the Statement of Expenses, the first column of the statement 
can be expanded into three, headed respectively: (1) Gross Amount 
of Charge for Period; (2) Set-off against Expenses; (3) Net Charge 
for period. The amounts in the third column would be those shown 
in the total column on page 247, and succeeding columns would 
analyse these net charges under functional headings. 


APEENDIX=X. 


THE FORM OF STANDARD 
BALANCE SHEET IN BLANK AND 
SUPPLEMENTARY ACCOUNTS. 


The Co-operative Union Limited, 
HOLYOAKE HOUSE, MANCHESTER. 


wa 


Standard Balance Sheet 


As agreed between the Standard Balance Sheet Com- 

mittee of the Co-operative Union and the Executive 

of the Co-operative Secretaries’ Association, and 

afterwards approved by the United and Central 

Boards of the Co-operative Union and the Annual 
Co-operative Congress. 


STANDARD ACCOUNTS 
INCLUDING 
I.—Cash Account. 
I].—Bank Account (Optional). 
III.—Trade Expenses Account. 
IV.—Trading Account. 
V.—-Investments Revenue Account. 
VI.—Final Revenue Account. 


VIJ.—Disposable Balance Account. 
Part A.—Disposal of Balance at end of last period. 


Part B.—Current Half Year.—-Available Balance. 
VII].—Statement of Liabilities and Assets. 
IX.—Proposed Disposal of Available Balance. 


X.—Education Department Account. 
(1) Receipts and Payments. 
(2) Liabilities and Assets. 
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THE ACCOUNTS OF THE 


I.—CASH 


RECEIPTS. 


CaPITAL ACCOUNT. 


To Contributions— 
pond nedhande sud etean cates tas aativedsantenswsacecnvess nated scant ee asset 


~ 
o 


S 


Fees and Fines— 
Entrance, Nominations, and Withdrawals ... 


Rules and Pass: BOOKS s v.00 caters docs s «cadence cesncededaseusecaceanat 


Stamp Sales and Club Deposits ...........0s.cssssceccescnsessescoers 


Hire-purchase InstalimentS\c.¢-<- -0c5 <2 <<-0-0-«0-saedeasancasedeanendls 


Sales of— 


Daevd arid) PsN SS pens du dts 0s aco ans sccaesesancesasssnecauendasners 


Fixtures and Fittings .. 
Machinery and Plant .. 
Tivesand Rolling Stock ss-cs.co=-0--o0¢ s2eas7acancersnsssnesenssesaere 


House Property sold 


Mortgages tepald ivcscasiscssstanecevonaecceenseazecs statics suaneneeeanen 
Investments withdrawn— 


Mortgages and Bonds on Property .......0...scecssersccccecevecseee 


Repayment of House Property Advances— 
C.W.Ss House Purchase Scheme: scccsac.secscuesccnessvacenccceens 
Other RepaymiemtSycescscedeasesnsteuscecngeace<cvsasneteeneecuenseee 


Sunpry ITEems. 
Staff Guarantee Deposits............-. 
Compensation and Insurance Claims..... 
National Health Insurance Sick Pay repaid. Rees 
Collective Life Assurance Claims ............cceccseecescceeccuseeees 


TRADING Account. j 

Salesn( Goods) tcscaranosseeececteeidessusncoeecascerncanctascamctancseeceseece 
», (Sundries—Hides, &c.) Pes 
Dividends on Purchases...... oak 
Apade Commission) veencectesesoe<cdacescissercrecseceucaduacscuresseateeet 


INVESTMENTS REVENUE AND FINAL REVENUE ACCOUNTS. 
House Property Rents ........csecccsssseeoeees cee 
Other Rents, including Letting of Halls, &c. .. 


Interest and Dividends on Investments ..............sceeseeeseeees 

nA nm Debts and oeerers Receanecensce 
Bank Interest and Dividends . Rene 
Agency, Commmissionttesectusscricecscncsdacsccrers care ccnce ee eens 


” 


Insurance Agency Premiums) cecpcstuctessccccccsccescencs<cevsunsueee 


ay », Commission and Dividends..................08- 


Collective-ife Assurance Rebates. .ccc.ccsescsccssesaccuccsscestetees 


National Health Insurance Grant for Working Expenses ...... 


Eduention) Fund scciviasescscascproesceusutenctessestveccencesctecscesenoe 


d. £ 


d. 


STANDARD BALANCE SHEET. 


ACCOUNT. 


By Repayments— 


a CASH INUNANG scopescccescentsceene 


” 


PAYMENTS. 
CapitraL Account. 
RNATES PacemeranedacreeroonEraeN etch rreess sovevecssccsavansweaceuees ve om 


TOANS ease sccers 
Savings-Bank... Sabeesasssseveneeces SAC OSCORCCUDALAG SU ee ENC OD ect 


Interest and Dividends to Members ..............4. Rabenentorcsonvest 
Dividend) to Non-Members, <..csckcscccsveseeosssvesssvoctecescsscsvacss 
Interest on Mortgage and other Loans ...........cececeeeseeeerecers 


Stamp Sales and Club Repayments .........ccccscccsecccsessescnces 
ETIPG-PUEC HOSE AVINENTS toes. nus caloune sen ssccsoasseseecsbswtovuaeees 


Capital Expenditure— 
Dandi andi Badin gs jwocnscsces covesscsesseesescce 
Fixtures and Fittings ... 
Machinery and Plant ... 
Live and Rolling Stock 


EJOUSS: POPEEL Valarie researc cen csecrscsr re csscicvess ecw sir aeleoeve s@iveisieo3 


Investments— 
SALES ercnerneeeee senses Maca cacnledecoceitsoeetsccrsdeisledsogasseieceosces on 


Advances to Individuals on House Property 
Other Investments: 2... ..:...0s0seevesccssscocses 
Mortgages and Bonds on Property repaid .... fe 
C.W.S. House Purchase Scheme Repayments ..........seseseeeees 


Sunpry ITEMs. 
Staff Guarantee Deposits repaid and Interest ..........secseeeeee 
Compensation and Insurance Claims—Receipts paid out...... 
Payments trom Society’s own Compensation and Insurance 
INTHE 5 cape cong sacenanosseSctonoe Goacos leorce sacHiss esc cuneccinseaadecn 
National Health Insurance Sick Pay.. ia 
Collective Life Assurance Claims) ....1cssecssccsesoeseroussesceessesee 


TRADING ACCOUNT. 


Other Expenses charged to Trade .. 


INVESTMENTS REVENUE AND FINAL REVENUE ACCOUNTS. 
House Property EXpenses.........c.sscsccvscsscecssvececcsensecscsene: 
Rents and other Expenses of Property not used in Trade .. 


Bank Interest and Commission 
Insurance Agency Premiums ... 
Collective Life Assurance Premium 
Death Benefit Fund Payments ...........scsseeee * 
National Health Insurance Working Expenses .........s++e0++0+ 


Subscriptions chargeable to Revenue Account......scsseereene Cas 
Education Fund Payments ..........cesccsscrsccrevcreveseovssesases 


DiIsPposABLE BALANCE ACCOUNT. 
FA QIUSHLOMETOUDIOVEES oc creorocs<scssercecosenesonseenecsteesenreseasess: 
Education Account Payments or Grant .........-sseeeeeee 
Donations and Charitable Subscriptions from Surplus 


TOTAL PAYMENTS  ..s.ccesssvecee £ 


BUMBADKyeccsenscctanses cokescdsceseoasues 


” 


“nw 


wh 


ar 


DD 
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Penne ee een enneeees ye sourreg ec 


SpoLnOROnOnCD syoog enbeyg “ 


sosieyD pue uorssturuiog 


Pete n nent eeeee spemerpyyI A Ag 


‘SLNAWAVd 


Code tereaeeecccccesieeresesveeesenese 4e 


“SLdIHOdea 


"ysore}uy 
syisodeaq “ 


aourreg of 
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STANDARD BALANCE SHEET. 


Il.—TRADE EXPENSES. 
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Salaries and Wages— 
PLO GUCtEVE Tall CH SCEVICE Mente aditacic sunesdtun see see tials ceinustcesiiecaasindemasaraccsessetiesesstiea 
MAS trie Venrere rarest eccnerc sdeecatceerancbecdesivessoredss[cecbetelnsacnergeatensmesusesravsnesiee 
National Health and Unemployment Insurance ...........cesseseeeneceeeeceesereeseneaeen sence 
Committee— 


RG eS ace ecectacecccrederaccanctsesth ss <atweevexduene cncnecwel Eunesats scosuserisdsseaserrerastesscsesatessea 


Pepe ESTAMECE no cece snc we naseee an canne-nessadesssaressnosvinssseccsoahecarntennetmesvainsnsecicssensceetaree 
Compensation IMSurance ..,......eeeecsecceeseceneeecteceaseesaeesenesseaecsseeseaeeersescesaeeseenenes 


POGUE TTISUEAT Cede rote cot con ces tee seccte enue ssastenscsassaeeceaccececcesechasusncerccesecssientesiecawseus 


Telephone Charges ..........s:scsseececennececcnnserseeneeeesouessssaneesseeneneseraaceceseraaansessssees 
Postage and Telegrams ............s.cccsesesseccneeeaeeeneceaeersansssaectaueseaneccrecsosesaursccenees 


MERIC eerie orcic cm cteries 6 exee cate dons nancSessineesiiave olinaiaasiesn sine daiteiepaddyssisleme@eipssine'r aie aie'e’a 


Motor Repairs 
Petrol and Oil 
Printing and Stationery .........:ccececseseseeeeeeceeeaeneeteresceeeesenanenereeeseecsaccasoasaeeeeees 
AGvertising ........0seccrececececosecesoescseressesonesccscsanvcseneeressaneccesensesscsecanercseeweaanes 
Bank Charges .......cccccsrssccccssccccovscceseesssssancsccoeeavccsoausvecsssessssnsaucsssssauscsececeses 
Dele gatlONS ceccesrecanssssoccessssnescesene Meade san eet dunedaWelsser oe sosledetlereseinndatayclelsassslesiee seca iy 
PSTEMEIIES ee ener eree ie ceescecoccccaoeccccseussuoUedseceesssleinessdeanaceeccdnecesavsnsssnsaccsesacoasonesea 
MAGOLES EY) ces weccWoses cnae’sceses osinemneasicesses prvstassnstoceevecsseusececcessaecsenccaracscsisecessscssressen 


Depreciation ............-cs0.cescrersccesesevesevonsssseseseavseseesessessecssravacecssencaacecsscesesoeeee 
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Dy. ) IV.—TRADING 


Productive and Distributive 


Service Depts. Departments. CET 


£ Sula: £ Ss. lla: Z Sima 
To Stock on hand and work in progress at... 
,, Goods, including Carriage 
i »  steansferred! ......0000. 
a », and Stock Charges 
,, Selling Expenses (Distributive Depts.)... 
;, Manufacturing Costs (Productive Depts.) | 
,, Direct Costs (Service Departments)........ 
», Delivery Expenses ..........ssccsceresceerseses | 
,, Charges for Land, Building: ix 

tures used in Trade .. 
;, General Charges allocated .. 


», Balance (Net Trading Surplus) carried te | 
Final Revenue Account ............000+ | | 


Dr. V.—INVESTMENTS 
£ Soul de iE Ss, fd. 


” os Loans, 55... 
eh * Mortwacesieecsstcccsescessce 
fF Savings-Bank Deposits .. 
a Bank Interest ...ccssescessescseee aeeccesaes ance 
MeBOLHEMINTCLESE os ceacasttedensesecerocess secevedswscesc Caetgatvensscancesese | | 


» “Rents, Interest, and other Expenses of Property used in Trade 


,, HousE Property AccouUNT— 
Interest on Capital .. 
Depreciation .......... duce saeeeertenas en 
Repairs (including Pa’ 
Rateshandi Lakes: vivsccscdsacuveccecduncussereccssencaccs 
Insurances .........45 
Ground Rents..... 
Other Expenses. c.-<axccovecevacccssaskeereuststs cavsetenvenccanskeveses | 

», OTHER PROPERTY NOT USED IN TRADE— — 

PU VEM SES caecansannicn ins ncnuaveddensssaacaheacrsasssseneencoteatsa Nera tene 


» Balance of Account carried to Final Revenue Account ......... 


TOTAY ccsnnccaiesys cob eneceeenneseves £ 


* For use where a Property 


Dr, VI.—FINAL 
£ s. | d. £ s. | d. 


To Subscriptions not chargeable to Accounts IV. or VII. . 
», Education Grant (when based on membership) 


», Collective Life Assurance Premium 
», Less Rebate 


,, Other charges against Revenue (to be specified) 


», Balance (Net Surplus) carried to Disposable Balance A/c., Part B 


STANDARD BALANCE SHEET. 
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ACCOUNT. Cr. 
Productive and Distributive T 
Service Depts. Departments. NE 
i 8. | de Sova, s d. 
TBy Sales (and Revenue of Service Depts.)... 2 2 f 
», lransfers of Goods and Services— 
AP PACINg ACO UM ticccreccascvascseecessebocss 
Investments Revenue and _ Final 
Revenue Accounts......... aensesescaens 
Capital Account ........ 
», Dividends on Purchases .. 
», rade Commissions ........ Sua 
RE DLOCION NANG Alicctsveconsscnecnevccsocuswev' 
PEO MA Pea castaceseacsccvevess £ 
+ Including Goods sold on credit. 
REVENUE ACCOUNT. Cr 
: £ Ss | d. £ Sods 
By Interest and Dividends— | 
OME SNATS UN VESTED LS, coccscscevcccctestssnccsecessecccectersstaasesee | 
PURO AN GIMUESEEICH TS er cceresccecsunseosescecsecsccunceatvacseeanenns | | 
», Bank Current and Deposit AccOUntS .......:ssecseeneseeeeees | 
», Advances to Members on House Property ........seseeeees | 
», Hire-purchase and Members’ Debts ..... POL OSO COSTE | 
PPOrarOVHeD BOUNCES) seen. -ssecu otc ssescecnevcasecrseececumaesciececec | 
», Interest chargeable to Trade Account— | 
o MPSIBESITMICTI OS Coe geralcwessesseaes cen oqensosas cons sstsecscessecs.s | 
AD ODE SLOCKS: Ses .cccch-neesvexcsceeesectreiessssacesanes oe 
», Interest chargeable to House Property Account .. | | 
5 35 EF on other Property not used in Trade ...... | | 
», *Rents chargeable to Trade Account .......sescecsossersecsreccsceres | | 
» Housr Property AccounT— 
RENE SRC Coteene rune crc cei ass casewbucemnanomenrecenes Bendeiacacsaosae ; | | 
,, OTHER PROPERTY NOT USED IN TRADE— 
CONG o rea cen neve atncscssne Coes Guvcsvaseasadansstssasseepavesses | 
| | 
TOTAG eecceteasseatiesusscesesecrss se i 
Revenue Account is kept. 
REVENUE ACCOUNT. Cr. 
£ suid £ s d 


By Balance (Net Surplus) from Trading Account— 
Productive and Service Departments cone 
Distributive Departments ........s0cccccccsecscrerssersesesecscesoes 


», Balance (Net Surplus) from Investments Revenue Account .. 


Sundry Earnings not credited to Trade, e.g., Bank Agency 
and Insurance ComMissiONs ........seeeeeseeeeessereeseeseceseees 


” 


SRO MA LM aseety scene sdcsegNera.crens £ 
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THE ACCOUNTS OF THE 


VII.—DISPOSABLE 
PART A.—Disposal of Balance 


To Allocations— 


Eg { Dividend to. Membets <csscstsascorsernsesnsetendacseesneeonteseed 
3B a N be: 
£53 by ON-MeMHeLS .......02000- Less deseaetieentressacaes 
ao 
4” \ Bonus to Employees 
© 3 (Dividend on Purchases ......s.+.++cereceeereeeseeereeseeeeeneees 
oe) 
32 
& 32 fn Whages rie cissecetecs cc ovausdsnbeccteesteascearedsses 
38 i 
‘ee 3 Capitala ce c-csatsdecnesesccecseveswectecceesee suns 
SH UCATIONUE UNG (escssestsedsccescaectancsececsescedasaecsseveseeete= 
Charitable Donations) tecascesscses- cess tescesseccccdscesscrereadeesns 
Special Me pNecla lOUssssecsasesesaseacannancecusenes\sasaseeeeverses 
Generali Reserve Fund) scccscesscsccceccoeesesecerocsanesesenevrose= 


Dividend Equalisation Fund 


Other Allocations {to be stated)— 


| 
is Sua ads 


! 


Ss. 


d. 


* Where Appropriated from Trading Surplus. 


PART B. —Current Half 


To Appropriation for Share Interest for Half Year, as per Invest- 


ments Revenue Account.........000s Couv OU Nt wewE MN ee NKeNteseWeN 
» Interest on Reserve Funds ............000c0e Re aubcwanseenalessaens meee 
», Balance disposable (after making Appropriation for Share 
Interest), as per Account VIII. <2 ccccccessevscucevuvceeascsncck 


STANDARD BALANCE SHEET. 


BALANCE ACCOUNT. 
Available at end of last Half Year. 
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By Balance disposable, as per last Balance Sheet . 


Appropriation from— 
Dividend! Equalisation’ Fund) <.2c....06<2.vesscsesessess coseves wane 


Reserve Fund . 


OTA seseusbaracseursvenackenneaes £ 


Ss. 


Year.—Available Balance. 


By Net Unappropriated Balance brought forward from last 
Account, as per Part A 


», Balance (Surplus) from Final Revenue Account............ ee 
», Share Interest, as charged to Investments Revenue Account. 


», Interest on Reserve Funds, as charged to Investments 
Revenue Account 
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THE ACCOUNTS OF THE 


VIII.—STATEMENT OF LIABILITIES 


LIABILITIES. 


(1) SHARES— 
MEAsieLable SHALES esecceeesecsessvacscesscecagcsvestessnevacarssaass 
Withdrawable Shares ecucts<orscecsssanecacacasessssvecenertadens==kas 


(2) Loans, &c,.— 
Savings- Bank ANG ACCEUSHPIN ferest v.ccoccsoccesedecuncessseadcen 
Loans and Accrued Interest ...........++ Peet 
Bank Overdraft, .:.1.....ccsscscee 
Stamps and-Clubs............2ceseee0e 
C.W.S. House Purchase Scheme ..... 
Mortgages and Bonds on Property .. 


teeeeeeeee eee nent enn nn nese eeeeneceeneene 


(3) Various LiaBiLitres— 
Stat (Gudrantee Deposits aevesec<-ccecesccoscececcececsnsusnccerexunt 
Creditors for goods Rsbspleas ake 

pedSonbesensdecenascuscs= sateraccos 

Amount aproprate for Share Interest ‘hot yet. credited 

to Share Capital Account ......s.ssecseceseeees ouceoncpanrenccnad 
Other Liabilities (to be specified)— 


Total of (1), (2), and (3) above ............ eeaees 


(4) ResrRvVE anD INSURANCE FuNps— 
General! Reserve cscsr-cceveccccascesss C SASEEREERO OSS aaeaamavaeceses 
Plate Glass Insurance Fund .. 
Cottage Insurance Fund......... 
Dividend Equalisation Fund « 
Death Benefits Fund.............008 
Contingent: Funds... .ic..ccsceseawenvess 
Education Fund....:.ccvssocvsscesacorss 


Total of all preceding items..............s.ceeeeeee 
Balance disposable, as per Disposable Balance Account VII. B., 
carried to next Half Year ............ Kasaenecsicssutee neceemneee 


$5) (Gs 


STANDARD BALANCE SHEET. 


AND ASSETS. 
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ASSETS, 


(1) Stocks— 
(a) Trading Stocks— 
Distributive Departments ........ccscecsescesceseees notcoacned 
Productive and Service Departments........s.cssesesseaeees 
(b) Expenses Stocks— 
DDIStEID Uti Ve DeEPALtIMENtS  sanscsnceccssossecssecescscevesscesces 
Productive and Service Departments..........:s.seseeeeeees 


(2) PRoPERTY— 
Land and Buildings used in Trade.............cecseceee menceknadee 
Fixtures and Fittings ............e0ee08 Sear 
Machinery and Plant .. 
Live and Rolling Stock. 


Land and Buildings not used in Trade 
House Property ...... ROTTER cape cteaseedes cdenadecresarye 


(3) INVESTMENTS— 
(a) Shares— 
PAM SOE HES coc cecresacasavctecdecceteccsostrbccroncets ores 
Other Bodies...... Seecteeeeees f Oecon _Sosongonececanneusceoaosn, 
(6) Loans— fer Tease 
I. and P. Societies— 
WIE NIOELRAPEI cen nesescenscvessrescecctsscrcececcccsswessveseec 
WD EDer Gans ncrcsaiocsnsocccuabnessencesssaciensavsatsesessenses 
Other Bodies— 
On Mortgage 
Other VLOanS.-sspeceseosscevesvese 
(c) House Property Advances to Individuals Resbaskiesles ens ose 
(ad) C.W.S. House Purchase Scheme— 
Owing by Individuals ..... Teneo sess ebee en siete seesscesencs 


(4) Various AssETts— £ 
Accounts owing to Society tor Goods— 
HONS iecccht essa -tes crore sieseevesesiece ikavaveierenensiesi 
Hire-purchase Accounts Aesena06 apts 
Other Accounts 5.0.00... 


SPOTAL ccrese% 
Less Reserve ... 


Other Amounts owing to the Society (to be specified)— 


Meats paid in advance .. 
Expenses charged forward 
Other Assets (to be specified)— 
House Rents Owing ........cecoccessescecsonrersesescsesosvasevens 
Income Tax to be reclaimed .... Qore 
Compensation Claims due .......sssessseseeseceseencneeeeeeeeeres 


Total of all preceding payMents ........csesseeeerveees fe 

Cash at Bank— 
Deposit Account ..... eiicasanecnacteracdeetews cppileboneKiesesisatss 
Current Account ... rah 
CASITA aeneteerescsssuce vs teers rveesefiaaesleesssanelesessasisianslare 
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THE ACCOUNTS OF THE 


1X.—PROPOSED DISPOSAL 


Dr. 
£ Say) ds £ d. 
alone, Dividend to M6mibers.......cc0cesesecvssnessoceerssacscscsesssas 
ae 
A 2g fh NGH-IMEM DEES Pocc1socesepacereseepsescaearecasssie 
20 
£3 ae 
BA 
= B BONUS LOMIM PIG YECS sas sees scseessessseceessccecescausccunvens=n | 
°F £ g Dividendyon Purchases) c.spsesccsessocvesesnacesnccanescssaatans 
os 
n 5 3 7 WAGES cnesentcesesahavasaacessassescesadastdacewcss 
&4 EG 7 Capital Scecscsecarest us cracee terecotectenanescts 
», Grants to Education Fund (when based on Surplus)............- 
», Donations— 
Charitablemaseccascesspe<tccecesdncscesdcaersatcsccsced cesar euearece en 
@thersisccccescaeeest Mesiars delsaesmecnsesiuleddesusesseescesneaaadseecesdaees 
—— 
», Special Depreciation ......... Mesedes ssleaesiasiauetenteateeeeness seesteewer 
», Allocations to Reserve and Insurance Funds— 
General Reserve tacac-.cuevscccsascssencsccets coscecncearecceccesvars 
Dividend Hqualisation’ Fund) <....<.<<<-..esccescacseoncsescsccees 
Plate). Glass Insurance! Bund s.c-.cncescecesaccnenconcsasccerccseetece 
», Other Allocations— 
» Balance (Surplus) carried forward to next Account ............. 
TOTAL jg ccaccerters-consenereteateare £ 


t After charging Share Interest. 


STANDARD BALANCE SHEET. 


OF AVAILABLE BALANCE. 


By Balance disposable, as per Accounts VII. B. and VIII. ........ 


, Appropriations from— 


Dividend Equalisation: Fund. 6. ..cccecssv.sescesvsresavecsesscrseses 


Generalwneser ves EUMG ca cocsccess su seccecocsusenessacenaceceneseasases 


SEOTADA wast cesveseccéaccmeasesesesseh) 


« 
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THE ACCOUNTS OF THE 


X.—EDUCATION 
Dr. ACCOUNT OF RECEIPTS 
RECEIPTS. £ Sunes £ S41 as 
oe) ee ee ee eco ee eee 
To Grant for Half Year .......sccscscsesscererscerenssceeneteeeeesaseserseees 
», Socials— 
ReCeipts.....cssssesvccsscesecesccenscencescsenscsecseeeaacauseasorersoeess 
EXPeMS€S ..+.ceccssesneeeses scseesnensrsensnersesesesens 
‘Other Receipts (to be specified) — — — 
Hire of Field Glasses .........s.sseeeceeeeeenceeeessneeetenes 
Total of preceding items.......... 
oy Balance at ......scseceececereceereneeseeeeensessssescnensesseseeeeesees eases 
Cash in hand 
pat Banleieenccrcass 
LOTAL: wacsmase scenes eccehes esas sess as 
STATEMENT OF LIABILITIES 
LIABILITIES. £ syle. f a an 
‘Owing for Co-operative News sicvecrerscercsecsensresercscenceseescsesevens 
ys Witeatsheaf \nccccscuscesecusccessveccereqseesnectece<sceucussantsess 
Balance to Credit of Department ........sssccressscoscscssescosensescnns 
TOBA vuscecarssrcrbustrsseeccesasy £ 


N.B.—The foregoing Accounts are drafted to meet the needs of Education Departments which receive 
Banking Account. In those cases where all payments are made through the general Banking Account 


“Account. 
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DEPARTMENT ACCOUNTS. 
AND PAYMENTS. Cr. 


PAYMENTS. £ Said. £ Seles 


By Classes— 
I RPEUSES Hens gamsstigae cs saucevocewscsvirshviesne vascecbcanuvessine sess coioses 
IREGElpUSticenactkscertecve ees cceaeeeserceeevsnescne@Orsnersese pic etlsisatsieee 


», Week-end Schools— 


EX DENSES tentnener decierarerarenctesecdesscretesscssr ese ee veieinsetaveveaves 
PRECEI pUSeeecmarne tere ceee cee cem nec kereste tanec recsaccensneiesevestec> 


», Lectures— 
Expenses ... 
ReGelptSdcacsassercs sss 


;, Propaganda Concerts— 
EURPCHSES pacpenacetersnpeensc cert atatosesurcstevsssrserssnuei-osssesweves 
PREGEN tae snemmaty rerpeseceecercccness cout tste sassasarectenseucesaseenens 


» Library— 


ope Ses weerencdecteeresenec acts satarcsit eesbnvesWeieaebevbsmabe esse cade 
Receipts. .....-.-.+- OS eocHocoa oes naocu aera ssnaaakcocdeadsbesdecaonge 


», Co-operative News and other Journals, &c.— 
Py Oe aie cabs wet nies skdSa cee ssinan occ ann saneS aes xasirbbelonws\sinsiei'ue's abies 
RGGELDEStmererees sccues caters sonst osteuccs¥icsesncnbhatiicaMcnwaderaaavesen 


PUYUMCRESIIEAIE ER DCUSCS © euacacssasatoncsscstvessasncussseracriesssesscrsc 
», Pamphlets and General Literature ........... one 
,, Subscriptions to Educational Association .. 
», Summer School Scholarships ...........02-0+0+ 
», Other Scholarships ............+ 


BPC HALON Sssscesesssessseene. 
», Printing and Advertising 
», Stationery .. 
pee CIS CARE Mietuvipencstiscrdesesasn cceciessiesie 


WSIS CO tea Cie teig ret ectas na tenses ass sioecisronsintesrelsteesserlesieisinofdlansieenaisien 
Cash in hand.... aa 
PRLAEHBATICG serevscenesscccsscsccesadesavessceresssccencsesssierestievees 


DDOTAU dencrueceeitecercoseassseaenees £ iin ta ae teary 
AND ASSETS. 
ASSETS. £ s. || d. £ Say ads 


” 


a 


their grant Quarterly or Half-yearly in cash and keep their own books and have their own separate 
of the Society, an Income and Expenditure Account can be prepared instead of a Receipts and Payments 


APPENDIX X.—continued. 


STANDARD BALANCE SHEET. 


Alternative Forms of Account 


Supplementary Accounts 


INCLUDING 


Detailed Form of Trading Account for Distributive Departments. 
Summary Trading Account for Distributive Departments. 
Detailed Form of Trading Account for Productive Departments. 
Summary Account for Productive Departments. 


Summary Tabular Trading Account for large Societies :— 
(a) Distributive Departments. 
(6) Productive and Service Departments. 
(c) Special Departments. 


Special and Supplementary Accounts :— 
A—Interest Account. 
B—House Property Revenue Account. 
C—General Property Revenue Account. 
D—Farms Account. 
E (1)—Works Department Account. 
E (2)—Works Department Summary Account. 


Fd )—Transport Department Account. 


Part A—Motor Section, 
Part B—Horse Section. 


F (2)—Transport Department Summary Account. 

G—Working Capital—Funds and Reserves Statement. 

H—Land, Buildings, Fixtures, Machinery and Plant, Live 
and Rolling Stock Statement. 

I —Investments (including Bank Deposit) Statement. 


448 ALTERNATIVE FORMS OF ACCOUNT AND SUPPLEMENTARY 


Dr, A DETAILED FORM OF TRADING ACCOUNT 


‘To Stock on hand, January 1st; 19261 2...6.0.0.-cscvccessecsscecsceacsas 


» Goods, including Carriage— 
Goods) DOUsNE iveeusanacanatane ss. cats ecas cesses cas 
transferred from other Departments 


” 


», Goods and Stock Charges— 
Insurance and Interest O Stocks .........csescecscecessscccsscncs 
Interest on Credit Accounts............ 
Proportion of Warehouse Expenses 


HL OtAl Mraneansasevcvtesedcconccecarscsvevessdecacesaceatas £ 


», Selling Expenses— 
IW agesi(SHODS)tamumemmwenecasdve Caravan saved daccsvaeqetegearancunaeee 
Health and Unemployment Insurance Charges . & 
Workmen’s Compensation Insurance.. 
Advertising ......sssssse0e. 
Printing and Stationery. i Ered 
Check Books ands Sheetsizcssrcccocscarccsoseveccvesceccenceseneasosts 
Telephone Charges........... cre 
Postages and Telegrams .. 
ICEMCeS eassotecsarsetevsctesettasatnoess 
Goods for Shop use (not for Sale) sete 
Bad Debts ccctecccssnescarssecssatedunsececha es Seenactovesvucavacranend: 


Fp DOLIVONY; IOXPONSOS  <ccaronts sacsa-cescoccstcsectedscsvscusssecdecacsensneads 
» Land, Buildings, and Fixtures Charges— 
Rents Ra auaatincssdeniasessedasaiencacasslsnececseienslde 
Interest on Land, Buildings, and Fixtures .. 
Insurance on Buildings and Fixtures ......... 
JRENICE) Goadorbacdoos co sacdecontBedoadey COserTd 
Taxes on Land and Buildings ..................005 
Depreciation—Land, Buildings, and Fixtures . 
Repairs to Buildings and Fixtures ............... 
Painting and Decorating ............+.5 eu 
Cleaning, Lighting) and! Heating .5.c0...cescccscovescccesadaceccsen 


WO LAL cenecrecsucacucs veh smesctcdaderqesancssucserever sever £ 
», General Charges allocated— 
Proportion of— 

Office EX PeHSES feansassnssecesucsdescassaaseccsce svete cadceesecteeds 
Check Office as sanagiaes esi 
Committee Expenses .. 
Audit Expenses... ous BES 
Other General Expenses GaadiveannNatabenesinctewaciceei/aeceeeneenten 


MOGalitescecvercenenveessts desde dcreasvencducssiantan veer £ 


” 


d. 


ce 


Ss. i} ds 


i 


Dr. SUMMARY TRADING ACCOUNT FOR 


To Stock on hand, January Ist, 1926 ............... MeseceRe 
», Goods, including Carriage and Transfers ............... 


7, adods and’ Stock (Charges tcccacse.cnecersercnperersarescnccctwunencescal 
>) oplling: Expenses te.ccccasuencossesepeucrmenns 
», Land, Buildings, and Fixtures Charges Neue 
», General Charges allocated) viusce<snasosessmwernisesdtesenavensenneetyval 


», Balance transferred to Final Revenue Account........ccssseseeese 


ACCOUNTS TO THE STANDARD BALANCE SHEET. 


FOR DISTRIBUTIVE DEPARTMENTS. 


SES VCIGLESU eae coat oases oooh renee osc eoiae ake oraicscis na ubacswoseeariceusccans 
», Transfers of Goods— 
piraCiNes ACcOnmit ten accsmoconet ee core te nae cen basceacn ehiccndaueeceesesis 
Final Revenue Account .. 
Capital Account 


» Dividends on Purchases 
ssn Lrade: GComimissionS <:....csscteesssecs 
», Stock on hand, June 30th, 1926 


» Balance brought down 


* Including Goods sold on Credit. 


a 


DISTRIBUTIVE DEPARTMENTS. 


By Sales ...cscccsescccssecercerseeccrssscrseasseseaucccseucessocsasesseeswescers 
;, Iransfers of Goods— 
Trading ACCOUNE .......:s:cceesecseeesnccseeeseeeeeeecseeesetesenaeees 
Final Revenue Account 
Capital Account 


», Dividends on Purchases 
», Lrade Commissions 
3, Stock on hand, rane 30th, "1926 
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ALTERNATIVE FORMS OF ACCOUNT AND SUPPLEMENTARY 


DETAILED ACCOUNT FOR 


It is suggested that an account in this form be kept for internal purposes for each department, and 


published by large societies, the balance of the account being transferred to the Trading Account. Small 
Account. 
Dr EE 
£ d if. ]\ te 
To Stock on hand, January 1st, 1926— 
WANA LERIAIS Ye cases cnc tsrade ase snsecate cjaaccandaswsneeauanserscasea 
Finished Goods 
Work in Progress 
», Goods, including Carriage and Transfers ...............ssssseseeees 7 ri 
ops Alan Ce 1 CanTe CO Wil scecce coe Gates etary eee aclests ascdenecsceeeanease aa 
POCA rece sas cstsvesedoasedetersiPeigvnascaesdeqestascsses £ 
> Manufacturing Costs— a > 
IWiaBeSiecestermeincawateecncuue cases vatencigs saasteciestucseccveonsewseecemeied 
Health and Unemployment Insurance .. 
Workmen’s Compensation Insurance... 
Printing, Stationery, and Advertising . 
Cleaning, Lighting, and Heating ........ 
Mil aMG'StOres: .ctesaccs eons cece savcecens 
Insurance and Interest on Stocks . “x 
Delephone-and Sundry Charges’ ...1....:..01s--s-0-seser=-sessers 
ar DOLIVORY EEXDONSOS wether. tacos tute conevesseeds csveceusvsscsneuneavseeees 
,, Land, Buildings, and Fixtures Charges 
ris Bite ae ee HENGE, Mr ae rac Garage 
Interest on Land, Buildings, and Fixtures . aed 
Insurance on Buildings and Fixtures .......... 
Rates 
Taxes on Land and Buildings ........ 
Depreciation—Land, Buildings, and 
Repairs to Buildings and Fixtures ............... bese 
Paindin fay DW CCORAMNE i axas sees eecsan on saewdsasccaecceessececeeess 
>, General Charges allocated— 
Proportion of— 
@iticer Ei xpensesiacasrs-esccnnkenascwstaslsatccnsecisesapeincg cerns omens 
Committee Expenses Peon 
Audit Expenses... 
Other General Expenses Sentennnis Rta 
, Balance carried to’ Trading ACCOUME...........0.0.s-cnesssroeercaeee 
EF MOMAW eet wee veneensases ccecesieonacatisceenas seas eeemear £ q | 
Dr. SUMMARY ACCOUNT FOR 
£ da. £ d. 
To Stock on hand, January Ist, 1926— 
Raw Materials. i. csacessanncenssaunivavewentseecrine ses meagre Otel hurreatoae | 
Finished Goods.. 
Work 18: Progress: 5 rpsnccssemnsnermaeaveranierccmaniinets 
», Goods, including Carriage and Tramsfers .............sssecseeseeess ere 
P, Manufacturing CostS:.e.. sx csenesessmeemeneneerestesetenecerh aianaeene a | 
FI DeliVecy: XDENSES \ovescse-ssneseestresemedectt= shicc 
» Land, Buildings, and Fixtures (Charges) <ccc.s.sicacsssnercessscceses 
yy) General Mxpenses allocated) (2.2, ssccestecccacescttraereceeswovennen 
jy) Balance! transferred to) Trading) Account, .te.ecsascuersscsseccstess ee 
TOPAL scneesoser seeps aneatusenesenaenecesaca ste setseces £ 
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PRODUCTIVE DEPARTMENTS. 


that for purposes of publication the Summary Account (which follows the detailed account below) be 
societies need not publish aseparate account, but can include the summary figures in their Trading 


DEPARTMENT. Cr. 


BYeLEAnsters toi Ue partments is.a.ccecadueSessunwsadersisscspeecuseesesvenss 
» Direct Sales of Finished Goods 
», Dividends on Purchases ... 
», iIrade Commissions.... ages 
ST IESO REE Y= prOd UCISt ue crests rite hoe Sane vbw seounasoscreiceueeccs 


»,» Stock on hand, June 30th, 1926— 
BRO UPA a HEEL AUS po tec en sese ett eees cat cce sts rcusercseseascesevenhaxce teases 
Finished Goods...... 
Work in Progress 


wo 
is) 
Ey 
Qp 
Bp 
Q 
@o 
z 
fo} 
a 
oq 
a 
ee 
Q 
S 
<4 
i=} 


PRODUCTIVE DEPARTMENTS. Cr. 


By Transfers HOMO DALLES eciise veredendcassbicrowaslen aaehasshanievsiesnceos 
Direct Sales of Finished Goods ... fie | 
Dividends on Purchases ............ ae | 

| 


” 


»” 


Trade Commissions ............- : 
Wireet sales Of By-Products, .--2..4--.0.e0c-.ccisusonsaceascncesnseans | | 


Stock on hand, June 30th, 1926— 
Raw Materials 
Finished Goods 


” 


” 


” 


” 


452 


ALTERNATIVE FORMS OF ACCOUNT AND SUPPLEMENTARY 


A Summary Tabular Trading Account suitable for publication in large 
of the society, to be read in conjunction 


A—DISTRIBUTIVE 


DY. (A summary for the various branches of each 
Goods 
Stock * a Goods 7 7 
7 Z including Delivery Selling 
DEPARTMENT. J oe Carriage and ene oe Expenses. Expenses. 
< Transfers. Be: 
£ Ss ae £ S.)d. is Sz lds £ Sa itds £ Sy de 
GrOcenyiemsartecdeceeteadaeves 
Butchering .. 
Drapery .:.:. 
Malorne venccescese 
Boot and Shoe 
Furnishing ....... 
MOWRY, (oe acssaccausess £) I 
B—PRODUCTIVE AND 
Dr. (OTHER THAN SPECIAL 
Sees none Goods, Manu- Land, 
: and Wor including facturing : Buildings, 
D Tae in Progress, Carriage Costs, or Bethe! nade General 
Jan. Ist, and Direct PRA ESSE S Bixtures Charges. 
1926. Transfers. Costs. Charges. 
Bohely £ |s.jd.]) £ |s.J4.]) £ |s.Jh £ |sia|] € [s.jal £ fs|a 
waeastnceals 
Dressmaking ..... | | | | 
Millinery .:.;.:.... | | | 
Tailoring........... 
Boot, Shoe, and 
ClGS fecniess sss | 
| 
OWALasese sn £ | | 
| 
C—SPECIAL 
Dr. (e.g., Farms, Works 
DEPARTMENT. Headings as Required 
(See Special Accounts on later pages). 
g isla ¢ lela -g Vela ¢ > /s een 
| 
MROMAL tewwsacesp acess £ 
| | 
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societies desirous of showing the results of the various departments 
with alternative form explained on pages 260-263. 


DEPARTMENTS. 
department can also be prepared on this plan.) Cy. 
Land, Surplus to | Dividends Stock e 
Buildings, General Final ork Sales and on Purchases Jun South 
and Fixtures Charges. || Revenue Transfers. and Trade 1926. 
Charges. Account. Commissions. ‘ 
eee 2 jenna = 
£ S: | d> & | Sejds)) £ | s.)d. Pa iheSs ese iia a Seujae £ s.|d 
| | 

SERVICE DEPARTMENTS. 

DEPARTMENTS.) Cr. 
Surplus || Transfers Direct Dividends Sales of h apes eet 
to Final Snr AT | to Sales of ou Purchases By- in Progress 
Revenue "|| Depart- Finished and Trade products June 30th, 
Account. | ments Goods. Commissions. - 1926. 
£ Ss. aa | ae a i | EW Siu ke: ee WESs fo \eSeulicls £ S$. | d. iG s. | d. 

ee - Z = = |e 

| 

DEPARTMENTS. 

Department, &c.) Cr. 
Surplus t : 

Pe hal 3 Headings as Required 

Revenue Tora. (See Special Accounts on later pages). 

Account. = = 
= ib cy Wisk Jl Bal ire ee Neswalide ee Seulird. Ge senihid. i Saillids £ Solid 


454 ALTERNATIVE FORMS OF ACCOUNT AND SUPPLEMENTARY 


SUGGESTED FORM OF ACCOUNTS WHEN 
Dr. A—INTEREST 


£ Se tds £ sa (ids 


Vo: Interest on Shares for WerOd...csccsscnccecssecccedeesessensccasctasues 
ts a5 Loans for Period ...... 
eA 5 Mortgages for Period ..........+s+0-+++ | 


= a Savings-Bank Deposits for Period... 
», Bank Interest for Period 


;, Other Interest for Period... 


», Interest charged on Reserve, Insurance, and other Funds...... 
», Balance carried to Final Revenue Account .............22eeeseee 
ee eee) ee | 
PEO DATs cevecsncrevaseecacwssesccevsseqseateseved saasteeeee £ 
Dy B—HOUSE PROPERTY 
| { 
i Ss ied | ih S. lids 
| 
Toumterest.on | Capi talicreanmctedecswatcuddancsennsnvedecrath ene tonessrcae | \| 
», Depreciation ........... Bee, | | | } | 


pe Re Dalvsineerecens-e 
», Rates and Taxes . 
»> IDSULANCES.......0.. 
», Ground Rents . ae | | 
5) Other EX penises on. crucsenecesscnearetosecs teenies nn ance ccort aves ccmeuense 
», Balance carried to Final Revenue Account..............sssesssseee 


is | | 


C—GENERAL PROPERTY 


(For the use of societies maintaining such an account or desiring to adopt this method of charging 


and user 
iDY 4, The House Property Account is not included herein, but 


£ Sayed a arg 


To Interest on Capital ............0006 
», Depreciation ...... 
ae) DREDAIES) paecesneaers aa 
§))  ENAKES AMCMLANCS cccssessascsuaseee tee | 
», Ground Rents and Feu Duties . 
$9) WNSUTAMCES rc ecsscecssubuectenusease cts 
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CERTAIN SPECIAL ACCOUNTS ARE PREPARED. 
ACCOUNT. Cr. 


By Interest and Dividends for Period— 
On Share Investments ... Reece eset 

gy) LAH TH VESEMEMES: <ciesecccssveescascvecesies 

», Bank Current and Deposit Accounts .. see 

», Advances to Members on .............0.55 case 

», Hire-purchase and Members’ Debts .. a 
IBPORMOCHE SOMUCESAcretecct ee ec Saou n cues ns ceccenscts nc seeatcveeceseais 


» Interest chargeable to Trade Account— 
Ca RODUB AIGINE SE Greece to. 8 nonce fur esives'ecues sans soseouwevesesecs | 
RG) POMESHOCKSiscc sre ccece- secre veccscscavecesesbalstcsecws , | 
» Interest chargeable to House Property Account ci 
», Interest chargeable on Other Property not used in Trade...... 


», Balance carried to Final Revenue Account ...........02cseeeeeeeee 
SU OMAD Beeatev es eclece- as ssnea ce vae -creevanceswen<eicness £ 
REVENUE ACCOUNT. Cr. 
| | 
if Suds je s d 
HSU AEISE MELO DEELY RELIES) tenant << cacsiucradansensneatasmecisedsaucvalts dalsivenes 


», Balance carried to Final Revenue Account ..........:66ceeeeeees 


REVENUE ACCOUNT. 


for the occupation of premises and to provide for the separate recording of the ownership function 


function.) 
it might be incorporated as a second part of the Account. Cy 


By Rents— | 
Property occupied, own Departments (charged to Expenses 
Account II. or Trading Account III.) ....... seeeeeesesseeeeees 
Property occupied by Selves (charged to Final Revenue 
ACCOUNT TV.)....c.ccescecnscrccecssedvscsccescsscccerssssessesseseress 
Property Let (other than House Property) ...... one 


456 ALTERNATIVE FORMS OF ACCOUNT AND SUPPLEMENTARY 


(It is recommended that Farms 


D.—FARMS 


To Stock of Produce on hand at January Ist ..........-.....0+0+- 


i 5 Stores on hand at January Ist ...........+.+ 
5, Estimated Value of Growing Crops at January Ist 


” 


;» Purchases and General Expenses— 


SeedSirccsve-s 
Fertilisers ....... 
Feeding Stuffs ........... 
Oil and Sundry Stores.. 
Transport Charges ...... 
Wages and Insurance ......c-ccscsccscscsescesers 
Interest on Farm Stocks (Live and Dead) ... 
Insurance on Farm Stocks (Live and Dead) .. 


Sundry sb x PCUSeS Weesesscccasscacesccacancsensacseqredseccncetted see = 


», Land, Buildings, Machinery, and Fixtures Charges— 


Unexhausted Manurial Values and Land Workings at Jan. Ist. 
yn Value lof Live:Stock at January St) co... crscecnscsesssavaveusnd 


Interest on Land, Buildings, Machinery, and Fixtures ...... 


Insurances on Buildings, Machinery, and Fixtures ...... 


Depreciation— 


Farm Buildings .. 
Machinery ........ 
Rolling Stock 
Rates .... 


Repairs to Buildings, Machinery, and Fixtures ......... <a 


», General Charges allocated— 


OficexE x pensesterrnsstcecacatcsssscdscortcasesecnec amaecmeeeeteetete 


Audit Expenses......... 
Committee Expenses ...... 
‘Other General xpensest <c.0..csscuvcsseurvsceeeeereeee ones 


Balance—Sur plugs; cescaneeesaceacseore cseeresne tee carers: 
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ACCOUNT. 
Accounts be published Yearly.) 
Cr. 
df Syauiedis if Soa ct 

Lt | 

£ | 

», Stock of Produce on hand at December 31st . 

a a Stores on hand at December 31st.............++ ae | 
», Estimated Value of Growing Crops at December 31st ......... 
», Unexhausted Manurial Values and Land Workings at Dec. 31st 
», Walue of Live Stock at December 31st............ccscesecsoececseres 
£ 

| 

| 

| 

| 

| 

| | | 

| 
MOA esters cet easss secaasesscienencas £ 
Balance—Deficiency ........+csscsececesencenceeerscssesecseaseaseesenees = 

£ 


458 ALTERNATIVE FORMS OF ACCOUNT AND SUPPLEMENTARY 


E (1)=—WORKS DEPARTMENT 


For publication purposes the 


(For internal use. 


Dy. 


To Stock of Materials, January Ist .. 
re Stores, January St .......ccscccccccecccssoseens 


” . 
», Estimated Value of Work in Progress, January Ist ............. 
£ | 
3, Direct Costs— 
Purchases— 
Mciterialsts..sudedstysadseostetentdenscusaccvesrscradercsssescans-s=6sc 
Stores 


WARES creere-cocscadentucsunscsaressrasaeeseecsas 
Health and Unemployment Insurance . 
Workmen’s Compensation Insurance.... 
Power and Light ... 
(Bransporticcecccctscce 
Interest on Stocks.... 
Insurance of Stocks . 


d. £ s. | d. 


Other Direct. Costs Alera wte ea cioah nates inaactaaeots se | 
£ 
», Land, Buildings, Machinery, and Fixtures Charges— 
FROM ES ie cence contrcedeetes cs ctactsatavadscdeeceenepasecacddes devacusecatens | 
Interest on Land, Buildings, Machinery, and Fixtures ......, 
Insurance of Buildings, Machinery, and Fixtures ............. 
Depreciation of Land, Buildings, Machinery, and Fixtures...| | 
Rates and Daxesieacccscesercsecesesessosccasmeccsssecaseeccosescvecsesa | 
Repairs to Buildings, Machinery, and Fixtures Bed 
Other Land, Buildings, Machinery, and Fixtures Charees...| | | 
£ | 
», General Charges— | 
Office Pxpenses nicccctececcereoreasceet aesetssccksvecessersaescctes esas | 
Audit Expenses........ fc 
Committee Expenses ...... ea | 
OtheriGeneraliExpensesy eters. tase weccaescetsess-cee-seceeseseeceed | | 
| 
as ese oes Lares 
MR OTAE: ccesndisersesacsenecsscsesevcees £ | 
Balance—Surpls: s:.c-anccesseceoesenssevteccvscusoevecscaseuscesesces 
£ 
N.B.—A separate Cost Account should be kept for 
E (2)—WORKS DEPARTMENT 
(Form recommended for 
Dy. 
j ) 
Boal Sollcde i. sate 
| a 
Tovstock’ on hand, January: 1st; 1926 ...ccescesesreseeeseetecereen seen | | 
oo WORK. BN PROQVESS. Aaccsccavescenetecensas 


,, Materials bought.... 
Fon ET-CoRartr paoconces ot 


99, Other Expenses: doicciwseccusweavonssesps caceneeeeennse Poca aint: et 
| | 

7 Balance: (Surplus) ‘to Trading Account v.-sse.c.ssecsercceueusetenes 

DOTA Sn chs eet uraisnaoeseaxs raeae eek eee ene eee ene of 
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ACCOUNT. 


summary form given below is recommended.) 


459 


By Constructional Work charged out— 
Own Departments 22.20 -2occcen cs ceceeccecesssessssecnaes ee 
Other! Clien tse one. cvccoceveserctssecsveesseccctscaers cdestonnoasaacusad 


£ 
», Repairs charged out— 
Own Departments. 
Other Clients ...... 


pew ONG CDOT ges trates exec its cates sca chssticassneseeeacssycessdescesueavsie'e 


», Estimated Value of Work in Progress, June 30th .............4 
PP SLOGISOLMIMALCEIAIS cpieacscrestsatcsrsenece scan Seccecatancnwes 
y 3 SSLOLGSIy eon eeearn cone we havecetancthacvesserscabechsctauceusetactes 


every contract and other jobs of any magnitude. 


SUMMARY ACCOUNT. 


publication purposes.) 


By Work done and Materials charged ............+50++ Weielesn Mea satelarek 
» 9» in Progress, June 30th, 1926 ... 
Stock on hand, June 30th, 1926 


” 


Balance (Deficit) to Trading Account..........:::c:eceseesseeeeees 


” 
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F (1)—TRANSPORT 


For internal use and costing purposes only. The totals of (a), (6), (c), and (d)—not the separate 
society. These four main headings will correspond to the four headings of expenses in other departments 
for publication purposes follows this detailed account. 


Dy. 


EXPENSES. 


th 
w 
Q 
tr 
wo 
5 


Motor SEcTi0n. 


Stock on hand 


(a) Prime Running Costs— 


Wages (including Insurances) — 
(a) Motor IDrIVeTS eceassten ctev eran ea tus savdesecetasdensdescenences 
(b) Garage Attendants 
(c) Other Men...........+. 
Petrol and other Fuel . 
Car Repairs..........0:++. 


(b) Supplementary Running Costs— 


Interest on Cars 
Insurance on Cars.. 
Depreciation on Cars. 
Licences and Duties 


REN ESh seeasnes seers sen scicasaet anes coterscencrns covens sok coesoetaewenesesen 
Interest on Land, Buildings, and Fixtures 
Insurance on Buildings and Fixtures ...... 
Rate;.. Sinsscosserccsdesrssvcdecuscedscaswecaine 
TZaxesion Land and! Binldings: 2...:.c0d.ssse<c<.0<.00 
Depreciation—Land, Buildings, and Fixtures .. 
Repairs to Buildings and Fixtures 
Painting and Decorating ............. 
Cleaning, Lighting, and Heating 


(d) General Charges allocated— 


Offices Expenses: Soccscccsdowcdseseeaos coteenceewauraueescaneseess cerateee 
Committee Expenses 

Audit Expenses..........0+ 
Other General Expenses 


Woitall oo secoccanecuse'accceeenweaseesereceameraceuseeeetee £ 
Toran earried forwards, .ssscrensceswrcs «seas eeetees £ 


*See also the form of account explained 
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DEPARTMENT ACCOUNT.* 


items under these headings—are recommended for publication where publication is adopted by a larg 
recommended for publication in the General Trading Account. The Sammary Account recommended 


Cr. 
EARNINGS. fe S. iid. Je Sie inds 
Motor Section. 

Charges made to— ; 
Grocery Department ... 
Butchering eA | 
i] 

TUS AU ae pecan ce sooo SAO SOO POCaE CaCO BOSECOAAES £ 

Sisal eqn jaeiiGl ‘53S eae es ae ee 
BE Oi bAl) ace ire aw ewes ener sactererassnsteresssadeccsctesice Hi | 
| 

Mo talteesescceet-ecnckecaseec osc scuacoaeseseennneasea cous i 

Torar carried forward...........seseeeeeceeeeees seset 


in Chapter XVI., pages 288-9. 
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ALTERNATIVE FORMS OF ACCOUNT AND SUPPLEMENTARY 


Dry. F (1)—TRANSPORT DEPARTMENT 
EXPENSES. £ sa yird:. £ S$. Hide 
; Brought forward 
Horsr AND GENERAL SECTION. 
Stock Om: HANGissstesactesveedsodsecssscetretiesdseesadesatos<cnsemmacetemcssa 


(a) Running Costs— 
Wages (including Insurances) — 


I CALTERS Recevesnosiscardetraccstosssecnsasssceeretessarses sa 


Stablemen .. 

Other Men .. 
ROGGEE Kawenrosenecses 
Straw and Bedding... 
Repairs to Vebicles...........cssessseeees 
Harness and Equipment Renewals 
Veterinary Ixpenses ..... 
Other Running Costs 


<b) Supplementary Running Costs— 


TRPEVEStOMNVENICIES sii sancsessisieseressivossmcnes seatues 


Horses . 
Insurance on Vehicles 


De preciation on Vehicles . 
Horses 


LE Weenenroscs pacace 


(¢) Land) Buildings, and Fixtures cine 
ETIES Pebte te ceserece ovsecueecesensdsveeesdancedetees 
Interest on Land, Buildings, and Fixtures 
Insurance on Buildings and Fixtures ....... 
Rates 
Taxes on Land and Buildings ................0..ese0s 
Depreciation on Land, Buildings, and Fixtures . 
Repairs to Buildings and Fixtures 
Painting and Decorating .. 
Cleaning, Lighting, 


Total 
(d) General Charges allocated— 


OMCOME KDPENSES ee ysee sc ctrasasene ned smanceu tive csanvenes 


Committee Expenses .. 
Audit Expenses... 
Other General Expenses 


and Heating .. : ne wedseesewaccecten 


Ota oraacecensescsnavescestrces £ 
MotalPlorsenSechlon! weccscessecy<cccnecsegncer cece £ aa lk | 
Balance (Surplus)itoi Trading: Accomtite..c..ccc.c0.c-scceesesees eh es tar 
= i TOTAL Soe ee scidetieeeeeec see £ = ae ai 
Where the Departmental Account is 
Dr. ae : F Ge pease seg SSN 
EXPENSES. | £ eta | fi s. | d. 


Moror SECTION, 

SLOCKVOM MAN cscssn whats seetenendenesccatsaears meeeremeerieees 
Prime Running Costs .. 
Supplementary Running Costs ........... 
Land, Buildings, and Fixtures Charges.. 
General Charges allocated 


Stock on hand 
Prime Running Costs: «....<...00« 
Supplementary Running Costs . 
Land, Buildings, and Fixtures Charges. 
General Charges allocated 


ACCOUNTS TO THE STANDARD BALANCE SHEET. 


ACCOUNT—continued. 


EARNINGS. 


BROUSHE [OWA <i secvsisetie cea: iss vievenssteeesateenenss 


Horse SECTION. 
Charges made to— 
Grocery Department 
Butchering __,, ase 
Drapery x 


isteasesess 3 
Private Hine yee ccccces 


PILOOK OMAN Cisse eeemeee steer ner avak vaeec une centcccessmemeswiaecesee ceed 


published it might appear as follows :-— 
SUMMARY ACCOUNT. 


EARNINGS. 


d. 


Motor SEctTIon. 
Chargesimade to DEpartMENts ..<.cicccccsscescsueccscnecevecesneceneessnes 
iV atemk lil @ucmsemcci ue sere Mader suvisa catiratcincsniente sai 


” ” 


STOO MIO MONA ieseecerreseeterssccis sais aedesp' vida vee seeccisvesssacvisaslisesewer ss 


Horse SECTION. 
Charges made to Departments .... 


5 Sete WLEEEV Ate PAIS 05. csneenness | 
| 
SEDC LO AM IAC tet cas aman cloelceniesatiec eves ssis ec ecisccdeslswenssaceaned east euisise'aos 
Balance (Deficit) to Trading AcCOUnt ..........::sssesersseeeereeeeneeees 
SR OPAN  aanectes yen vances «caimeeneieagpeneswaha soos ease £ | 
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ALTERNATIVE FORMS OF ACCOUNT AND SUPPLEMENTARY 


G—WORKING CAPITAL—FUNDS 


Bank Overdratt a-essatswececceasaedes 
Stamps and Sales Clubs .............. 
C.W.S. House Purchase Scheme ... 
Mortgages or Bonds on Property... 
Reserve and Insurance Funds....... 
Other Funds (Specify) ................. 


1 2 3 
Claims last Period, sas . * Interest, 
as per last eS oe as per Revenue 
Balance Sheet. a Accounts. 
ib Ss. d oe s £ Ss. d. 


* As per Cash Account. 


W.—Repayments to Members from Share Capital Account. 


Share Capital Account. 
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AND RESERVES STATEMENT. 


4 5 6 7 
Withdrawals and Present Claims, as per 
Dividend Added. Tora. Repayments, including Statement of 
Transfers, Liabilities and Assets. 
£ Ss. d. {8 Ss. d. £ Ss. ds £ Ss. d. 
Ed 
Ww. \ 
Durée i. P. 
ies 
Total 


D. & I. P.—Dividend and Interest paid out direct and not as withdrawal from 
T.—Transfers. 


FF 
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APPENDIX XI. 


The Balance Sheet 


NEW ERA CO-OPERATIVE 
SOCIETY LIMITED 


FOR THE 


HALF YEAR ENDED DECEMBER 3lst, 1925. 
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BALANCE SHEET OF THE NEW ERA 


Dr. I.—CASH 
RECEIPTS. £ £ s. d. 
CapiraAL ACCOUNT. 
To Contributions— 
A Ee ae acpeO RE PR DP ATCT DEE DECCEL EEE DOLCE CELE CECELIEE CPTI ERY DOLCE OCCES 1500 
MLO ADShese cececsee tec smetenacewarsa se eseacudsdasecaas conus duu cuaconisa sane swancnesear 800 
ings- D TSS cincor a SEER GOERRCoE BOD Ger nC eCr Pen Le DERaRecnanncHondacace 700 
» Savings-Bank Deposits sooeome 
» Investments withdrawn— 
GHanesi earccades secure dace vescessmerses sucinde saree swuveacnsdawaacns coeuevenceneuren 200 
als nbs cadeaesvals aleve sideus vases ae ceatassadee aaeatan Miucaamenaeenedtecsane 300 
Loans.. 500 0 0 
TRADING ACCOUNT. 
Spaces! (Goods) andi S@rviCeStemncardencecrnecrseeegaeyareecacarec nese enhamecccatne 25320 0 
cyt USE ESTES) sc ctescroonedcroncornnectinoccdancebonetepcsConseSacMeccaecraachooscses)) disagag 
Me Dividen ds/On be Urchasesucccsn sc sews cocseere ds sancnacsccacemeancenedeesteeeces 60 0 
25380 0 0 
INVESTMENTS REVENUE AND FINAL REVENUE ACCOUNTS. 
Fe PRLOUSO! PODER EY INGMIES somes ne sict acs cusidusacacenseneteteserecnicceviccsnscedaceeesees 230 
Fj) OLMOEMRENES) se anarsees cacavinoaterccureccacetscecaccecccc rine ccledsuicnesscleanes snes oe MnMaceneS 
230) OO 
», imterestiand Dividends'on Investments <...:...c.c.ccasaceoscasccuvevencceus 200 
7 Dank) Interest and Du vicondsie wnccecosescecsansecsmsanncereccesceceetesemetene 60 
260 0 0 
TLOTAL REGHIETS watcearsp cs seccecsuccadeancaseeceetencenes 29370 0 29370 0 0 
9) Cashin hand), July 1st; 1925 ae sesetcosscrseerscvsntasccectassccscteanearassnees 1400 
yy “ov at.Bank; July Ist, 1925.72. .cosesconcetencusesscvacsstncceenecaameseoneee 7885 9285 0 0 
£38655 £38655 0 0 


CO-OPERATIVE SOCIETY LIMITED. 47) 
ACCOUNT. Cr. 
PAYMENTS. ABR eb ee ese ds 
CapiTaL Account. 
By Repayments— 
RSAT OS temenewse soar ceremerens os scate ret catncrccee stu encsvercsnnseeviweasoeseseecues 2000 0 0 
TEGAU Senonnente senha cee sat emectencets -anecce bes cetecyos iss tease vacsess edeesevews 600 0 0 
Savin essa Me ware nace sce ancesccevnedeccasrccescccasssnavarsedosacsecscswoccses 400 0 0 
5) Juterest and Dividends to Members: ..........eccecocosccverccrsocceseseescess 800 0 vu 7300 0 0 
», Capital Expenditure— 
Mate ma ges WEEN PS Bem cena te ect canc do vmaetiss elec sieres eslestinceasisaeecciesonens 1000 0 0 
PPEXCULES PATO MLE PS.5-ccosivs opt cseacspeesscparmnsuceseversccessceteeveseences 200 0 0 
Mae BInemyaaNde ELAN bessedsscssetesssavar seers esecvelsaens seas ieshiecaeseecenes> 400 0 0 
PAVE AOCUIROLUIN G StOCK esses cscesetsce-scecctoseenentars sunnscsersetirovessets 400 0 0 
2000 0 0 
», Investments— 
SDMEERES ga) Ss acasomensdcr pan concn adoa8d “EL oo EeSOr aE BOOS Soe OAr. JosGosacasedangecesdecn 2000 0 0 
Ped RS ameen te eee catnns cas sacpeansprisni san vssetssusnlsieseiauicssemsvccseeedecssse cry 500 0 0 
2500 0 0 
»» Sundry Items— 
Medunmsene he Glalmnsie; c+. eapdeeeeoec cee oe es csick eue Be deols ace aaireciesteawaner cnam 250 Ono 250 0 0 
TRADING ACCOUNT. 
Po GOODS Retevetcase ss ncvunceisescbevanewviece des siuseactnecqoadiansls cnepte rs ase ceceaseset 20000 0 0 
== VVEFEES) oosnagssoabectbs boGeonaeedsesceccen doce. 4” coe 1OBHN0oE dap ScubapadtnpoMrparccoscts 2540 0 0 
PO themr xpenses charged to Dradesi...s.c0ceceseseeeersevenerersecscceaveresas 500 0 0 
23040 0 0 
INVESTMENTS REVENUE AND FINAL REVENUE ACCOUNTS. 
PELONISeN EKO DELb yb XPCOSCS tanec sees eenarcsecoecrecceveescestesetacesssssencveswens 50 0 0 50 0 0 
Spee arikerbatenest NG COMMISSION pe jeuvecsns.seaeeraceede¥rowseeerers ce sncseetar ere Ot) 10 0 0 
4) Education Account Payments ..........:-ssscsssssssossecserevecscsscesacnacees 40 0 0 40 0 0 
DIsPOSABLE BALANCE ACCOUNT. 
», Donations and Charitable Subscriptions ...........ssssccsssersesensveveneees 20 0 0 20 0 0 
DORAL EAS Mie NPS iecaeeiidasaariede son's artes eales'ssirsinenanies 31710 0 0 31710 0 0 
», Cashin hand, December 31st, 1925 ............sssscvscssesecccecsecessceres 1905 0 0 
»  » at Bank, December 31st, 1925 .........cccseerseserneserescccssecenseeee 5040 0 0 | 6945 0 0 
£38655 0 0} £38655 0 0 
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CO-OPERATIVE SOCIETY LIMITED. 473 
Iil.—TRADE EXPENSES. 
Amount 
NATURE OF EXPENSE. of pee 
Oy 
Period. 


Salaries and Wages— 


PFOCUCTIVEDEPALUMEIUS: .cosscnuec scrccnnccen senate ceretossisacescreressstenascsactsncseesasautenesse 
Service Departments ........ 
Distributive Departments ..............sssssessenees 
National Health and Unemployment Insurance ... 
Committee Fees and Expenses ............0:sceeeeeeees 
PANICLE ECCS pascencorseccrecsis cen 


Taxes...... 
Fire Insurance.......sss00+- 
CSgurpeana VOUMUS iran Ce lc-.1 ke scs<ceetsce=setuse sac scusesaneneces=anesenutonnns 
Other Insurance.............. 
General Repairs ... 
Lighting ........... 
TCA Gn ereree care ccverecssctwsc esse 
Telephone Charges ......... 
freee and Telegrams 
PACES cecetoeectessececssecevacs 
ion and Stable Expenses . 
IMOLOL REDAIUS |<... ..c0sancsase+e 
Petrol and Oil ............-.. 
Printing and Stationery ... 
Check Books and Sheets... 
PACLVERTSIN Sic coss.encsesis 
MCLE SALONS eres ce cstachassecccsecosesescsessoursaevveensseeus ccna ee 
RS eaINeL Tes See ere cee ee nn a Fees ne Catone cieos cmiclevintc na Wieb’aevle' osloabsteismv(slje sonisaintaswionesincliselacloanisess 


Bad Debts Account ........... 
Interest charged to Trade 
PDE DRE CIAL OM see crane ne necoseasnseensves-oresinessoqierees sine ousles 


General Expenses allocated ......c..ccsecsscseeceseencenecusenneennccnesaseueecueceucousssarseuscnesseeees 

Transport Charges to Departments .........ssescssereeceeererenenersueeensans viceeneneeanetnoosmeneses 

Less—Transport Charges against Goods ACCOUNE .......sseseeeeeseseeeanereneees £105 0 0 
General Charges transferred ..........seseeeeseeneenereeneseesecaseneeaeeneaens 499 0 0 
Charges, as per Trade AcCOUNE ........csseececeesereeoneseccesneesecanaeescucunerersenpeassecses 


= 
g 

cooooo]| ov 

cooocoo| of 


oo 


> 
o 
o|looo|]oocoo0oo0o|coo coooo cecoeocoeoo 
2 ees Dea coo o0ooo socoococoocoeoeso 


604 0 0 


£4414 0 0 
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Dr, IV.—TRADING 
Productive | Mito 8h. 0 ': 
iow Denne AE 
Departments. 
La Some fy Se uae fe Sends 
To Stock on hand and Work in Progress at..........-.....- 8s0 0 0 6560 0 0 7440 0 0 
yo, GOOUS, including Carriage ......cscoscssceossscsredea-cesrs 3600 0 0 16000 0 0 19600 0 0 
» gy  transferred.,..... eau aaa dasnisals cesses saseuclevree as eal emilee seone 4000 0 0 4000 0 0 
ye Goodsianid Stock’ Chargesitcccssa.cocsa-ecasresssaanscevesssel) |) yeesens 313 0 0 313% Oy.) 
», Selling Expenses (Distributive Departments) .........) 9 ----+- 2244 0 0 2244 0 0 
», Manufacturing Costs (Productive Departments) ...... 455) O00) 0 eases 455 0 0 
» Direct Costs (Service Departments)........-.-.scseeeseeee 437 100)  sewess 437 0 0 
ae) Delivery: EEXPenseS sscc.csarccncsacseseecesvaccesscsscuvsseusae 75 0 0 145 0 0 220 0, 0 
», Charges for L., B., and F. used in Trade ............... 186 0 0 252 0-0 438 0 0 
» General ‘Charges allocated ...c.cs..ssecocssoncdcacescvescvea ; 57 0 0 250 0 0 307 0 0 
» Balance (Net Trading Surplus) carried to Final 
FROVEN We PACCO MEE sacans eeaemichion see acleat«-aaeeosedeeanee 135 0 0 2526 0 0 2661 0 0 
£5825 0 0 | £32290 0 0| £38115 0 0 


Dr. V.—INVESTMENTS. 
To Interest— esas Le sede 
OniShares Prirasenclanesessascsedasatoesenesecetestaen)erecsucsestscpcemeceereccts 400 0 0 
ON MG ansieereanccasasscnacow a csdevaccteasecccsmcvencereusevaseesecereeaccsetteses 120 0 0 
On: Savings Bank Deposits” .s...csescnsves<scneccescaancetieroeenmeeseer sien: 20) 0” 0 
» Bank Interest and Commission ............ asics osajolete w/alvaeeiniacieeeteeiventieareaican 10 0 0 
550 0 0 
», Interest charged on Reserve, Insurance, and similar Funds............. 158 0 0 158 0 0 


», House Property Account— 


Tniteres tions Capitalll saccades eciccvavesvetscnsnacsesssexcuacesscaseeteuaceessernees 100 0 0 
We preciavion: cuz c.cweccegsescanes anscecesereerscwsadss ovacecuseeeacseseorerretees 50 0 0 
Repairs, iets woe severeee cee ee eee ee orca re ee | 50 0 0 
200 0 0 
» Other Property not used in Trade—Expenses...............ccseseceseceeees 22 0:80 221) OO 
» Balance of Account carried to Final Revenue Account ........0....006- 105 0 0 105 0 0 


£1035 0 0 £1035 0 0 
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ACCOUNT. Cr. 
Productive 
and Distributive 
Service Departments. ROLES 
Departments. 
Ig Bis oG! £ a, Gl i Gs Cb 
By Sales (and Revenue of Service Departments) ........ 200 0 0| 25240 0 0] 25440 0 0 
» Iransfers of Goods and Services to— 
(2) ETACIN STA CCOUN Gr ecpaccnscas stork cab ccanseecsivens vaste AS25510) OU SO Veccses 4325 0 0 
(6) Investments Revenue and Final Revenue A/c.) wees | neeee | eee 
(Gait aie a CCOUMmernetcccormesweekcdecabsascesecsasseeeel|)  “ssasesy “|| | @cGSaeyee ii, ° | ok acea 
Ap V LOH OSIOM A PWECUASES sacccs-esvsssscahescssessescorases 20 0 0 50 0 0 70 0 0 
PUCACER COTBIUSSIONS sence ress sescccchicewseescececcvedescerasel cesses |  feswaeai= lo tuearects 
PPM DLOOHPONUGATIOCAL (ecsccscccconsenscessesers'sbwecsesscluseaese 1280 0 0 7000 0 0 8280 0 0 
| 
£5825 0 0 | £32290 0 0} £38115 0 0 
REVENUE ACCOUNT. Cr. 
| 
Sed Le snd 
By Interest and Dividends— 
OES NATE IO VESLMMEMES ceccccasssshcnvssncssasasronedeeesesseaneescsieesvasiens 160 0 0 
uma amir yestmen tsar eee tees yor. cc svccawasvaorenatonet oaaiaeeastsese 120 0 0 
RPA Dee ACCOM aka sotnnaeciascnaccdees celccscieuslesibvinalsncpasico ise seserncsas 60 0 0 


—| 340 0 O 
» Interest chargeable to Trade Account— 


EZ) On: Buildings, €tC. 0.25. .cncccccocsescescescensccevaveresvscreserseneeseses 220 OO 

(G)MODHSLOCKS Savce scar sesscesenscnacaecvepsoeiccesseecsoastoaseMenesesarcarsress 124 0 0 

(c) On Hire-purchase and Members’ Debts ...........:::seseeeeeeeeeeers 9 0 0 
3853 0° 0 

,, Interest chargeable to House Property ACCOUNL.....-...:1sseseeeeee teen ees 100, 0: 0 

,», Interest chargeable on other Property not used in Trade ......-......+- 12) 0570. 
—| 112 0 0 

», House Property, Rents, €tC. ......cssccseceecceceneenecensenscnecsaseaecnesenees 230 0 0 
», Other Property not used in Trade—Income............:s2ccsseeeeeseeeeees] ean ll), 280° 0) 0 


£1035 0 0 £1035 0 O 
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Dr. VI.—FINAL 

fe Sse £ sed. 

POV AUCations Grant uedess¥ cae senaccine cet nctemescieeeddavewevcssdoseaetaoeasea seams mani 50) '0' 0 50 0 0 
Fy DES MNS Yih Dots Bac coke anaccicenboaebar ser BocecndticestaeoEnoLdcreangancceeo Gc 260 0 0 260 0 0 
», Balance (Net Surplus) carried to Disposable Balance Account, Part B} 2456 0 0 2456 0 0 


£2766 0 0O/| £2766 0 0 


VII.—DISPOSABLE 
PART A.—Disposal of Balance 


Dr. (Assumed to be a copy 


£ Sd] ie SsmGe 
To Allocations— 


Boividen dGtopilemDers geercescastsadoarcaesitnndenscses ocewads-eenecancresaenean aa | 1800 0 0| 
CharifablesDon ations encacmessuescuncesseunceatsserecdecescmenacansaenseaeced | 20 0 0 | 
General: Resetve ‘Hund foc cscasscenerecos ces nassncaacewcccasedcereciacacoseess | 180 0 0| 
| 2000 0 0 
| 


», Unappropriated Balance carried forward to Part B of the Account... Nil. | Nil. 


| £2000 0 0, £2000 0 0 


Dy. PART B.—Current Half’ 
fo S.0du i eh Gb 
To Appropriation for Share Interest, as per Investments Revenue A/c.... 400 Om (OU) veaee 


» Appropriation for Interest on Reserve Funds, as per Investments | 
Revenie Accoultrresccenscacordanccrstancunsecuenavesstteeeeusceccsseeeteeete 158 0 0} 
», Balance disposable (after making Appropriation for Share Interest), 
as)iper ‘Account *Vibliligiemccncescensentccaecssicreaves scecienasennecemerees 2456 0 0 


S| 3014 0 0 


£3014 0 0} £3014 0 O 


CO-OPERATIVE SOCIETY LIMITED. 


REVENUE ACCOUNT. Cr. 
i 35, Gk faets.ds 
By Balance (Net Surplus), from Trading Account— 
(a) Productive and Service Departments ..............ccssesesseeeneseens 1350 0 
(O)bstributive Departmen tsivme-s.cscosscceacdossscdescceuesessecovedeetsen 2526 0 0 
2661 0 0 
», Balance (Net Surplus) from Investments Revenue Account............ 105 0 0 105 0 0 
£2766 0 0| £2766 0 0 
BALANCE ACCOUNT. 
Available at end of last Quarter. 
of the Ledger Account.) Cr. 
Leese adi Lanse. 
By Balance disposable, as per last Balance Sheet ............:ssececseeseeeeeee 2000 0 0; 2000 0 0 
| 
£2000 0 0 £2000 0 0 
Year—Available Balance. Cr 
Lam Se) ls LE iSveGs 
By Net Unappropriated Balance brought from Part A .....:.ceesereeeees Nil. 
,, Balance (Surplus) from Final Revenue AcCOUnt........:esssseeeeseeeeeeeee 2456 0 0 
», Share Interest, as charged to Investments Revenue Account .......... 400 0 0 
» Interest on Reserve Funds, charged to Investments Revenue Account 158 -0 0 
—— 3014 0 0 
£3014 0 0 £3014 0 0 
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VIIL—STATEMENT OF 


LiaBILitiEs. £ sz id if Soars 
(1) SHaREs— 
Members’ Claims—Withdrawable Shares .........+.:.+sesseeeeeeeeeeeeet 38000 0 0 38000 0 
(2) Loans, ETC.— 
Savings-Bank Deposits and Accumuleted Interest.. wel) 2220" 710 6 
Loans‘and Accrued TntereSt <......00cssccsucccscsrannscverans a) 11720 0110 
13340 0 0 
(3) Various LiABILITIES— 
Creditors Hot! GoOdS her seaceases=coccancnceverseacasvecscsacescevsscesncteca 2200 0 0 
Amount appropriated for Share Interest not yet credited to Share 
Capital ACCOUNE . cccccetecirs aswensensvenedvoresdvarseaserescasnaeensadesas= 400 0 0 
2600 0 0 
(4) RESERVE AND INSURANCE FunpDsS— 
GeneraleeseLveNbUld mererscccsessecsusne-sisensasissivescedsusseskeacrsnsear 10125 0 0 
Plate Glass Insurance Fund ... e 658 0 0 
Dividend Equalisation Fund 2025 0 0 
Death Benefits Fund ....... 500 0 0 
Education Fund <........-.0.0.. oeee 50 0 0 
—| 13358 0 0 


=| 


; ; £67298 0 0 | £67298 0 
Balance disposable, as per Disposable Balance Account VII. B, carried 
FOMIE Xt OUAGPCHE eM rasccaia-ascsaerecereccueon te cdecenevaccaraacasaseasesadunaasse a 2456 0 0 2456 0 0 


£69754 0 0 | £69754 0 0 


Dy. PROPOSED DISPOSAL OF 
To Dividend to Members, at 1s. 6d. in the £ ...c.cceccccecssesesceccacsesecseee 13 0 : ee Bt 
» Donations—New Era Hospital ......sscsssesessesssessssesseereceaceseeseesee ” "95 8:0 25 0 0 
j, Spocial Deprechathom waivcciniat eect eee eR scenic eee 100 0 0 100 0 0 
py aulocationito  Gemeralll RESenveivereccncsestseetatesemeseccen-s aces cceeetey eatante 300 0 0 
yy) Dividend Equalisavion) PMN in.ccseaccsepescueenectcces sence aeeeeeeee rete 100 0 0 
», Balance (Surplus) carried forward to next Account .........cc.ceceese. eee 38 0 0 38 0 ; 


£2456 0 0} £2456 0 0 
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LIABILITIES AND ASSETS. 
ASSETS. ES S.ad, foeSad, 
(1) Srocks—Trapinc DrpartTMENTsS— 
Distributive Departments... vacsccasevesescvascossseeceess savesiooeeiccce ste 7000 0 0 
Productive and Service Departments ......... uiececee chen eons cneeenateed 1280 0 0 
8280 0 0 
(2) PROPERTY— 
Land and Buildings used in Trade ...............s008 sSaecevsasistebrnecen 9925 0 0 
Fixtures and Fittings......c.ccccscseees F 3827 0 0 
Machinery and Plant ...... fos sisi 1531 0 0 
iveangyRollin g'Stock: cecs.cce-scsrortsvsavaevsveusess<ecsscecs Sodpoaoeuense 1800 0 0 
17083 0 0 
Land and Buildings not used in Trade . ae 990 0 0 
EIQ UISORELO PELL aenceacern cs coer cor sch suuaccverteeetcctesstnisceswobecesccoshees 7950 0 0 
8940 0 0 
(3) INVESTMENTS— 
(a) Shares— 
ieee SO CIE TES cone scraceccseeccuorcvesesesesnsecvavesuseweokesevarases 12000 0 0 
thee Bodies ere cacccasucecee soe cncuicssaceucsensdevseecsencsceusbenesds 4000 0 O 
(b) Loans— 
I. & P. Societies on Mortgage .............esecees BP scrcscoctne nee 4000 0 0 
WUREE ROADS iene ncn atae aves siivccievesticvurssesicsieaeecdesenan sesvesseecre: 8000 0 0 
= 28000 0 0 
(4) Varrous Ass—Ets— 
Accounts ewing to Society for Goods ... ao EP Ol 
E@SSMRESCTVGl cc .csas'ss pes cept os onsspnetiess .. 324 0 0 
a 396 0 0 
Other Amounts owing to the Society— “ 
SHEE ARTS MINE GECSG OO WIDE cata wo ccs ni cnssiceaeomelisenesucesrcees © aaeeesedescy 16; 01 6 
Loan Interest owing ........... 20 0 0 
Accrued Dividend (C.W.S.) .. - 70 0 O 
ACCOUNTS ald Tt ACVANCE ee. eerseveceusrwssSevrerasetarssesoccesnses Pedoene 10°00 
- 506 0 0 
GASH ra ENB ATK wa riannesnnosecoas cache ass tst'sceeneslslasdetaeescoassesevorceeses 5040 0 0 
RERUN ANN ae ca sGiek Sere elon oe snags axn¥eup slaeulve Uris aneSonssevanseeesineainrecher 1905 0 0 
a 6945 0 O 
£69754 0 0O| £69754 0 0 
AVAILABLE BALANCE. Cr. 
£ —s. d. fae Sed 
By Balance disposable, as per Accounts VII. Band VIII. .................. 2456 0 0 2456 0 0 
£2456 0 0!} £2456 0 0 
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REVISION QUESTIONS AND EXERCISES. 


1. Which books of a Co-operative Society record from the 
beginning the entries which ultimately appear in the following 
balance-sheet accounts ? 

(a) The Cash Account. 

(6) The Trading Account. 

(c) The Investments Revenue Account. 

(d) The Statement of Liabilities and Assets. 


2. To which ledgers are the items from the following books 
posted ? 
(a) Share Contributions and Withdrawals Book (or 
Books). 
(b) Column totals of the Trade Expenses Book. 
{c) Column totals of the Departmental Expenses Book. 
{d) Goods Purchased Book. 
(e) Capital Expenditure Analysis Book. 


3. From what sources are the entries for the following ledgeis 
obtained ? 
Sundry Creditors’ Ledger. 
Sundry Debtors’ Ledger. 
Members’ Share Ledger. 


_4, What classes of receipt and payment are entered in the 
Summary Cash Book, and from what sources are the entries for 
this book derived ? 


5. Where would you enter the following items in a society’s 
books ? 

£ 

A SAKE COMENDUTION Mee teas sacs. cceecemeeteunn cee eae 5 

A. purcliase of goods. 52i2. 4 ...2. tyyasacee ce ene eee 100 

A payment of wages 100 

Goods returned to merchant 

A purchase of machinery 

Depreciation of busldinys7 srs. eee 40 

A payment of dividend on purchases ...............0.006 200 
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6. Explain the difference between— 
Income and receipts. 
Investment revenue and capital income. 
Mortgage loans and other loans. 
Withdrawable shares and transferable shares. 


7. What are reasonable rates of depreciation upon shop buildings 
and shop fixtures? If you suggest different rates for the two 
classes of property, give reasons for your answer. 

8. Discuss the arguments for and against the assessment of 
depreciation charges upon (a) original values, and (6) nominal values 
of buildings and machinery. 

9. A society owning houses and shops incurs expenses for:— 

(a) Painting and repairs. 
(>) Ground rents. 

(c) Rates. 

(d) Schedule A tax. 

In which books and balance-sheet accounts should these items 
of expense be entered ? 

10. On what grounds would you justify the co-operative practice 
of charging trading departments with interest upon (a) stocks; 
(b) buildings and fixtures; (c) debts ? 

11. Where are the following charges to be found in the balance 
sheet of a Co-operative Society ° 

Interest charged to trading departments. 

Share interest payable to members. 

House rents receivable. 

Depreciation. 

Interest on reserve funds. 

Subscriptions. 

12. What is the General Expenses Book of a Co-operative Society? 
What classes of entry are made in it and to which ledger or ledgers 
ate the entries ultimately posted ° 

13. Explain the Death Benefits Fund. Prepare the ledger 
account of such a fund, explaining in detail how the items affecting 
the account are entered in this and other accounts of the society. 

14. Explain the terms Capital Expenditure and Revenue 
Expenditure, giving examples. How do the two classes of expendi- 
ture differ, and how do they affect the balance-sheet accounts ? 
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15. A society sold a shop and fixtures for £1,200. They stood 
in the books of the society at £1,000. Explain in detail how you 
would treat the sale in the books and balance sheet of the society. 

16. What is a Sales Adjustment Account in a society giving 
credit, and how is it prepared ? Why is such an account necessary ? 

17. A society giving credit wrote off £100 for bad debts during 
one half year. How would you arrive at the correct figure of sales 
for the Trading Account, assuming £500 to be owing for goods at 
the beginning and end of the period ? 

18. In a society £1,000 was owing for goods at the end of the 
year. What effect would this have upon the balance-sheet accounts, 
and what would have to be done in order to adjust recorded figures 
so that the accounts might present an accurate picture of the society’s 
operations and position ? 

19. How are the expenses of the general office recorded and. 
afterwards treated in the books of a society ? 

20. Mention six adjustments and charges that have usually to: 
be made at the end of the half year before the final accounts are 
made up, and explain how you would deal with them. 


21. What is a Trial Balance, and how is it prepared ? 


22. What reserves have to be made against members’ debts ? 
Prepare a Debts Reserve Account and explain how the entries for 
this account are derived. 


23. The text-book distinguishes Trading Revenue, Investment 
Revenue, and Sundry Revenue. Compare and contrast these 
different classes of revenue, giving examples of each class and 
explaining where they find their resting place in the accounts of 
a society. 

24, Explain the records required for financial purposes when 
goods purchased are delivered to the warehouse and are afterwards 
transferred to branches. 


25. How are the following items treated in the books and 
accounts of a society? Explain all entries from the origin to the 
balance sheet, including personal entries :— 

Wages of grocery warehouse. 
Wages of a grocery branch. 
Audit expenses. 

Rates. 
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26. How would you treat the following items in the accounts 
of a society ? 
Goodwill of a purchased business. 
A defalcation involving a loss of £100. 
Destruction by fire of a motor, valued at £300, the 
Insurance Society paying £250. 
Premium of {6,000 on a ten years’ lease with an annual 
rental charge of £1,200. 

27. Describe the compilation of a Slaughter-house Account. 

28. Describe the compilation of a Dairy Department Trading 
Account. 

29. On what bases are charges for allocations for education 
made? How do the different methods affect (a) the entries in a 
society’s books, and (bd) a society’s balance-sheet accounts ? 

30. What books of financial record would you recommend an 
Education Committee to keep when it has charge of its own books 
and funds ? 

31. What supplementary accounts would you recommend a 
large.society to keep? Explain the connection you would establish 
between these accounts and the normal accounts of the Standard 
Balance Sheet. 

32. What agreements would you expect to be established 
between the figures in the “ Working Capital—Funds and Reserves 
Statement ’’ and the figures in the balance-sheet accounts ° 

33. What useful purposes are served by the preparation of 
the under-mentioned statements, and what correspondence would 
you expect to find between figures in these statements and the 
balance-sheet accounts ? : 

(a) Land, Buildings, Fixtures, Machinery and Plant, 
etc. Statement. 
(5) Investments Statement. 

34. Explain the organisation usually to be found in a large 
society for dealing with share capital contributions and withdrawals. 
Trace typical entries through from the first record to the balance- 
sheet accounts. 

35. What are the principal differences between— 

(a) Withdrawable shares and transferable shares. 
(6) Share capital and loan capital. 
(c) Loan capital and savings-bank deposits. 
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36. What are the principal types of trading club to be found 
in the co-operative movement ? How do they resemble and differ 


from one another ? 


37. Describe the books and records required for the club system 
of trading. 


38. Give some examples of— 
Property not used in trade. 
Subscriptions chargeable to Final Revenue Account. 
A reserve. 
A reserve fund. 


39. What agreements should exist between the totals of various 
columns in the Trade Expenses Analysis Book ? 


40. Describe two ways in which a Statement of Expenses 
according to Nature and Function can be prepared. 


41. (a) How would you treat discount allowed on purchases ? 
(6) Where would you enter bonus on wages ? 
(c) What is the difference between trade discount and 
prompt cash discount ? 


42. Prepare from figures of your own selection a Receipts and 
Payments Account for a guild branch, including six items on the 
Receipts side and ten items on the Payments side. 


43. A cheque for £10 received by a society from T. Jay is paid 
into the bank and returned as dishonoured. What entries would 
be required to record the receipt and return of the cheque ? 


44. If a society is wound up, what would be the order of pay- 
ment of the following lfabilities: Share interest, loan interest, trade 
debts, transferable shares, withdrawable shares, loan capital, 
mortgage loans, and savings-bank deposits? How would any 
remaining balance be distributable ° 


45. Explain the procedure by which a member’s share interest 
is ascertained, recorded, and credited to his share capital account. 


46. On what grounds would you justify the charging of interest 
on reseive funds, members’ open debts, and club debts ? 


47. In what circumstances is a society likely to receive interest 
less income tax? How would vou treat the interest and tax in 
the society’s books ? 
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48. What are the provisions of present-day legislation respecting 
(a) The Annual Return, and 
(0) The Triennial Return ? 

49, What are Stamp Clubs, and what is their purpose? How 
are they organised and what records are required by societies which 
introduce them ? 

50. Describe the “ Simplex ’’ Penny Savings-Bank System. 

51. Describe the books and records required for hire-purchase 
trade. 

52. Describe a suitable form of primary book of record for 
recording purchases from the C.W.S. Why is such a book kept ? 

53. Explain a method of recording packages received from 
the C.W.S. and the securing and entering of credits for returned 
empties. 

54. Discuss the suitability of various methods of allocating 
general charges. 

55. Mention three different classes of general charges that 
have a different basis of allocation. Explain the basis you could 
adopt in each case, and give reasons for the course of action you 
would adopt. 

56. Criticise the sales basis of allocating office expenses. 

57. How would you treat the following items in the books 
and accounts ° 

Delegation expenses. 

Secretary’s salary. 

General manager’s salary. 
Caretaker’s wage. , 

58. A society has central premises occupied by six departments. 
How would you determine the correct charge to each department 
for the use of the rooms it occupies ? 

59. What is a suitable rate of interest to charge to departments 
on stocks, etc.? How would you arrive at an approximately 
satisfactory rate ? Upon what amount would you assess the interest 
charge in the case of (a) buildings; (5) stocks of goods; (c) club 
debts; (d) other debts of members. 

60. How would you arrive at the amount of stock upon which 
interest should be charged ? Give an example of the calculation 
you would make. 
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61. What is a General Property Revenue Account, and what 
are the advantages of employing one ? 


62. Prepare a Property Revenue Account for a society with 
six grocery branches and three drapery branches, selecting your 
own figutes. 


63. What would be the result upon the balance-sheet accounts 
and the balancing of these accounts if the following errors were 
made in a society’s book ? 

(1) Wages charged to Trading Account instead of Capital 
Account. 
(2) Interest receivable credited to Trade instead of 
Investments Revenue Account. 
(3) Depreciation on buildings charged £200 instead of 
£100. 
(4) Provision for rates paid in advance debited to expenses 
instead of being credited. 
How would you correct these errors if discovered before the balance 
sheet had been prepared ? 


64. What considerations would you have in mind in deciding 
the rate and amount of reserve to be created against members’ 
debts ? 


65. Would you assess the risk for loss by bad debts equally 
in the following cases: Hire-purchase debts, club debts, and open 
account debts? Give reasons for your answer. 


66. It is sometimes said that a society is overburdened with 
capital expenses. What is meant by this statement, and what are 
the items of expense that may justify it ? 


67. Mention ten items of expense that could be looked upon 
as general expenses to be borne by the whole of the departments 
of a society. On what basis would you allocate them ? 


68. A society amalgamates with another. Outline in general 
terms the way in which you would merge the accounts of the two 
societies in the books of the new one. 


69. A society has a farm. Cattle are bought and sold; some 
are born on the estate and some die. How would you treat pur- 
chases and sales of cattle and arrive at the correct value for the 
purposes of the balance-sheet accounts ? 
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70. A society includes members’ debts in its Trading Account 
in the same way as stock on hand. Criticise this practice. 


71. The average departmental stocks of a society are given as 
_ follows: Grocery, £4,800; drapery, £3,000; boot and shoe, £2,000; 
tailoring, £1,000. The rate of interest chargeable on stocks in this 
society is 32 per cent per annum. Ascertain the departmental 
charges for the half year and explain the recording and treatment 
of the piimary entries for the charges. 


72. The following are the original values of land, buildings, and 
fixtures in a society at the beginning of a half year, and there were 
no additions during the half year. The rates (per annum) of depre- 
ciation are those given below. You are asked to ascertain the 
depreciation charges for the period and journalise them. 

Land, Buildings. Fixtures. 


1% 23% 10%, 
£ £ £ 
Grocery department .... 1235 8000 1450 
Butchering department 400 2000 340 
Drapery department .... 800 5000 1625 
Boot and Shoe depart- 
intel accep ne errs nn enee 250 1500 825 
Greengrocery and Fish 
Gepartitent Gu. ..avccne 50 600 150 


73. Prepare the journal entries for recording the following :— 


(1) Accrued dividend on purchases— 


Giocery department— £ 
COTE Retr cre ee reo nrctenie Se oie So tteniniat nse see es 120 
PGR DTTC es cater acec es ccc amncna eater hese 80 
WN ee Ok TCU een cee mete aeseiseclscinatenee wes cese 40 

Drapery department—Central ..........-..:...00 80 


(2) £120 interest on C.W.S. shares transferred to C.W.5. 
Loan Account. 

(3) £100 bad debts written off, these amounts having 
been merely listed and not ledgered. 

(4) Allocation of grocery warehouse expenses, £500 
(Central, £300; No. 1 branch, £150; No. 2 branch, 
£50). 
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74. Prepare the journal entries for recording the following :— 

(1) £200 share investment in Nogo Ltd. written down 
to £100. 

(2) £100 rates paid in advance. 

(3) £200 of rates charged forward at end of previous 
period now subjected to a reversing entry. 

(4) General office expenses, £500, allocated on basis of 
sales and transfers, the following being the amounts: 
Grocery department, £6,000; drapery department, 
£2,000; butchering department, £1,000; bakery, 
£500; transport department, £500. 


75. Prepare the journal entries for the following items :— 

(1) Loan interest owing to society and unpaid, £50. 

(2) Adjustment of Cash Sales Account (£6,000) for debts 
owing at commencement of period, £200, and at 
end of period, £150, with unledgered debts amount- 
ing to £100 written off during the period. 

(3) £500 transferred from Dividend Equalisation Fund to: 
augment balance disposable. 

(4) Allocation of £200 to General Reserve Fund. 


76. How would you treat the following items in the books and 
accounts of a society ? 
(1) Cartage of coal from colliery to members of society- 
(2) Purchase of check books. 
(3) Rent of hired boot-repairing machinery. 
(4) Expenses of an exhibition organised by the society. 


77. Under what functional headings are the following items 
likely to have to be classified: Insurances; wages; rent of a school 
in which the general meetings of the society are held; rates and 
taxes; carriage ? 

78. What ledgers of a society can be made self-balancing ? 
Explain the accounts you would prepare to make the ledgers 
self-balancing. 


79. What adjustments have usually to be made between depart- 
ments at the end of a trading period ? How would you deal with 
these adjustments in the books of a society ? 


80. At what prices should goods be transferred from Productive 
to Distributive departments ? Discuss the question fully with a 
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desire to indicate what is an equitable basis for both Productive 


and Distributive departments. 


81. From the following data prepare and enter the Subsidiary 
Cash Books and Summary Cash Book. ‘The balances at January 


Ist were: Cash, £80; bank, £600:— 


Jan. 1.—Share contributions— £ 
Fe SEE pier en So cn atte te te oie «Pa. Sasait wee ws 5 
Wi LOMeS erate cacct tsa cc scans shinee veils aes s 95 3. 
SESSA SOS RS AE Ce aches aie Re hee ln ae Seer Are cree 2. 

Receipts for goods— 
GOCE Ty CSTET A Prrerctcatce sence suninclecsstes sire . 60 
INGesL Diameli Myc e-cs< sr ecsseo cnt 40: 
ING So Pra nclil: me. conse heeennns 35 
Drapery department......-.2-.+--+..0scsseeaees 40: 
Boot and shoe department ...........-.+...+: 35 
Share withdrawals— 
OE PA LTeR rote ers senesiotn Medien tes 2 
Re AreP Olt bone. hoe ea at cee sega n teens oS ob 4 
VRE neo) eter nnPeece Canora eee Senne 10 
Cheques paid to sundry creditors for goods— 
PMG Ghat ttecsmetmcesaaenecriicemmce cette acteinct 50 
Co-operative Wholesale Society Ltd. ...... 250 
Pu VV LEAT SOT, ean aise ctactean ser saetartcr e siee 20; 

Jan. 2.—Share contributions— 

Mie WEIR ve co tecger terre mcayiie cence aueeinn es ese VE 
DANN EV Ailes Apolo eo wire ce copls select ise aseutns vine 1 
(COR GPALSOU gest ee rane x ioc e setae ta eas sidy « Ve 
Receipts for goods— 

Grocery — Central... ...c..0:51ssarsceuaersesses 70 

ING. PM Dranel...corcsstieenreecers ees 40 

1S foe AML on gk # (el a) SOR Ms an ocec aa ate 40: 
Drapery department..........-.::seeseeeeeees 50 
Boot and shoe department ........-..-..+.+s 40: 

Jan. 3.—Share contributions— 

NUBIA E lyons Aare ogi borne egce epee n Huo oeeunonn tan 2 

W. Knight...........c.ceeeeee cece reeet eee eneeenees 3 

FOIE ipa oo decde 1aneae Sone eRe Beonnn ane 2 
Share withdrawals— 

PU PRICE Agia epee: Samet cer see ees vs sac eneeeinns’s 2 


492 


REVISION QUESTIONS AND EXERCISES. 

Jan. 3.—Receipts for goods— ig 
Grocery —Central: ....0<6.0.002.5.-9)esenmened 75 
No. 1 bravich 2 2 .ccc.ee- eee 45 

Wow2 Pranic. cccc.sace.c a eee 40 

Drapery department..........-+0<0--e5+-ass00 55 
Boot and shoe department ........-.........- 40 

Cheques paid to sundry creditors for 
expenses— 

CC. SHOW ‘stenesi 2 dhe seeomadeen ne 80 
J: Rayne vctostes. 2-22: Jocsecke eee Gee 60 


Cash withdrawn from bank, £80, and 
applied in payment of— 


W268 os ernest cutee seduce. Sas aeaee: at eae 60 

Carriage inwards. 5.0. ..51-.9seeueeds soe 20 
Cheques paid to sundry creditors for goods— 

Wee WilsO8 << cokes cncensereesas ae 80 

Ce Winkle s.cccustascadeewst asst eens eee 20 


Cheque for £20 for interest on War Loan received 
and banked. 


The cash receipts were banked on the day of receipt at the office. 
Contributions and withdrawals were made in cash. 


82. Prepare a Goods Purchased Book and enter the following 


items, showing departmental and branch purchases :-— 


Jan. 1.—Purchases, C.W.S. Ltd—Draperies (Cen- f£ 


Eel) Aires sd /oice ses seater 600 
,, 2.—Purchases, C.W.S. Ltd.—Furniture (Cen- 
TLE] cageteanis sics’s san a eden eee ee cee 200 
,, 3.—Purchases, C.W.S. Itd.—Groceries (ware- 
FONSE) soa saaatsesavende es uan sone eee 800 
,, 4.—Transfers from grocery warehouse— 
Central eer darcy ase eae ee 209 
NNKorn Ml ongehslelaWeanae rap sewncas sno suceaat beeen c 200 
Ifa, 74] one bovelale sep Aumeraamescoounanedaos soosose 200 
,, o.—Purchases, W. Williams—Groceries—No. 1 
DEaMch). pele Maassctete ark c-c cee eee 50 
,, 6—Purchases, C. Flynn— 
Grocefies=-Central iin. c.cudtasn aoe 200 
Nos2 branch.) eee eee 100 


», 6.—Purchases, C.W.S. Ltd.—Bakery, Flour.... 600 
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jan. 9-—Parchases, C-W.s. Ltd. — £ 
Diaperies——Centtal Yas eesickss viens stevens. 100 
Burniture—Centtal se eeivise ce oveawee se 80 


N.B.—-The transfers from bakery on each of the dates mentioned 
above were: Grocery—Central, £40; No. 1 branch, £20; No. 2 
branch, £20. 


83. Prepare (a) a Trade Expenses Analysis Book, and (6) an 
Investments Revenue Account Expenses Book, and enter the 
following items :— 

Jan. 1—Wages, £110 (Grocery—Central, £30; No. 1 
branch, £12; No. 2 branch, £10; drapery 
department, £15; furnishing department, 
£12; bakery, £12; general office, £19). 

1.—A. Lord—Ground rents, £30 (Grocery, No. 2 
branch, £10; bakery, £20). 

1.—C.W.S. Ltd.—Stationery for office, £20. 

1.—A. Builder—Repairs to house property, £40. 

1.—Co-operative Printers—Check books, grocery 
(Central), £10. 

1.—Committee fees, {15. 

1.—Loco Corporation—Electricity, £60 (Grocery, 
Central, £12; No. 1 branch, £5; No. 2 
branch, £5; drapery department, £6; fur- 
nishing department, {6; bakery, £12; general 
office, £14). 

1.—R. Gold—Interest paid on mortgage loan, £20. 

1.—A.N. Other—Ground rent on house property, £10. 

1.—Telephone charges—f2 for bakery and for each 
shop; £4 for the general office—f16. 


1.—Painting—Central grocery, £20. 


” 


3 


84. Fiom the following ledger balances and other information 
prepare the Trading Account of the Eureka Co-operative Society 


Lid. :— i 
Stock on hand to COMMENCE ........ceeeee eset eee e ee eens 1200 
Stock on hand at end .......ccccececeeeee ere eeeeeeeee ener ens 1400 
ol Tenants Fe ea piste cegaetidew dees. ooves eden venen 8000 
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b 
Carriage inwards. <. «20002 te- «szeescmne sede vos ob sso se donee 200 
Goodsiatid stock charees. 4.2. 2isioca. ec .oneede tee ee 50 
Selling @xpenses | .cc. 0c. 010e. 007 teeter eee cama eae 600 
Delivery GX Penses odors <> ce acteee em oereaneee ee ieee 200 
Land, buildings, and fixtures chareesn..-2--r-e-saee 200 
General charges allocated>:.2....98. 2) 7. ..c-ceses tees ee 100 
Dividend jon puttchases!.22-.-2: 0292 ke. 20 eee ee 50 


85. From the following ledger balances and other information 


prepare the Trading Account of Yew Tree Co-operative Society 


tds. 


Stock on hand to commence—Productive departments, 
£500; Service departments, £100; Distributive depart- 
ments, £1,000. 

Stock on hand at end—Productive departments, £700 : 
Service departments, £120; Distributive departments, 
£1,200. 

Goods and stock charges—Distributive departments, £60. 

Delivery expenses—Productive departments, £80; Dis- 
tributive departments, £200. 

Selling expenses—Distributive departments, £1,000. 

Manufacturing costs—Productive departments, £500. 

Direct costs—Service departments, £120. 


Land, buildings, and fixtures charges— £ 
Distributive departments. <...°..sss.c..2<.5 ee eee 200 
Productive departments ...2cs.u-sae- see 80 
service departments .....0..0.0-..aeneseene steer 30 

Purchases and inward carriage— 

Productive departments ....:..¢.cqss<<.s 1-2 eee 1200 
Distributive departnients..:.....cass ese eee 7000 

Inward transfers— Distributive departments .......... 1600 

General charges allocated— 

Distabutive departments i... 5. cseyouee ee eee 400 
Productive departments. ..A:..0. utsckentee. ee 200 
bervies departmentsi....0..0 gee eee 50 

Sales—Distributive departments................ecceseeee. 11000 

Outward transfers—Productive departments......... 1600 

Sales—Productive departinentsiy.n01:,.0..0. eee 200 


Charges— Service departments 05. 4...<.020c0..c0 ee 250 
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86. From the following data prepare a Statement of Liabilities 
and Assets with the items arranged in proper order. The difference 
between the two sides of the account is the balance disposable :— 


Evert es eBE ONE Ui apr cline oer els eene eet awaken sina + ei 
(ERTS ET OTCE BGI 3 eae Ra ee Sn eee 1600 
Stock in hand— 
Distributive depaitments—Goods .....c0...c.c000808: 1200 
PRPC Hes en ccc ae ccs 100 
Productive and Service depts.—-Goods............... 600 
Foopensesac.. snag 100 
eames piral and ACCLUCd I11LeLeSL 2222. bases oye essen 2000 
Paate mivestments—L. G2 Pi, SOcieleSas.0..0 ve uene sc 6000 
Loam investments—Il.& P. Societies 2.5 ..0i...s.... es 4000 
House property advances to memberts ................... 2000 
BPM CADIL ALLE tae ooo ee eaces cma t ss usasscat seus dees peek 6000 
SAWS ate (LE POSLS sade co nce cds one = sWamn aria nco tans 1000 
Meri DUI GINRS i eae an as scenic. seater se oo 2000 
(PV SS iRRES! 7S Wen al Rep hore A i Oe a 1000 
Meee a et OLN STOCK © bin vo.- on cme seinen edane oe snwn ey seer 1200 
Meer eat Oe foe othe eo sos sen Joa ase stare ste oa 3000 
Dividend equalisation fund ................:eeeeeeeeee eee 1200 
ese tye easiest CED GS yee tucrce tn ecs anereepeenerar enacts 200 
irre temo tsar. ators er feet cn ae ore cee se rammemtee 800 
Rt iC Ee tOkS er tee sect. a netnrnnnew Meret ienenentcnans 1000 
PO Uee LOD EU EY see ecatert aot ons co andenyteetees tht to soba ones 800 
Expenses paid in advance .........0.-seeeeseeee eee eeee eens 200 


87. From the following ‘Trial Balance prepare Trading Account, 
Investments Revenue Account, Final Revenue Account, Disposable 
Balance Account (Parts A and B), and Statement of Liabilities and 
Assets. Stocks at the end of the trading period were valued at 
£302 in the Productive and Service departments, and £6,240 in the 
Distributive departments :-— 


NO eae can i eae. Ch: 
Cash and bank balances and re- 
COUP ban Se eeewe ence edocs encase consis 221815 8 3 
Cash and bank payments............ 20622716 5 
Commencing stocks— 
Productive and Service depts..... “een vee AY) 


Distributive departments ......... Thorei) Sis at@) 
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Purchases and inward carriage— Lomsend: < Same 
Productive and Service depts..... 2077 Ss AT 
Distributive departments ......... 11080 19 8 

Inward transfers— 

Productive and Service depts..... pgs BAe aks: 
Distributive departments ....... .. 2940 14 5 

Goods and stock charges— 

Distributive departments ......... 134 14 0 

Selling expenses—Distributive de- 

PATCINCH tsar arc ah eee be ne ctauissiax 802 8 0 

Manufacturing costs—Productive 
Ge Patt MEMS eee c ees ev agus ecaben te 235 15 4 

Delivery expenses— 

Productive departments .......... 1160 6 
Distributive departments ......... 153 10 5 

Land, buildings, & fixtures charges— 

Productive departments .......... So L770 
Distributive departments ......... 263 2 0 


General charges allocated— 


Productive departments .......... i Peres 
Distributive departments ......... 325 17 11 
Sales— 
Productive and Service depts..... 347 15 3 
Distributive departments ......... 14978 9 2 
Transfers (outward)— 
Productive and Service depts..... 170° 10772 
Distributive departments ......... 3162 8 0 
Dividend on purchases—- 
Distributive departments ......... 165 810 
Productive departments .......... ye ay) 
Interest on ‘sharestat ccc wsssmncseiaccs 21 LSS 
Interest on loans fareor eco rcswances oma. S015 259 
Interest on savings-bank deposits.. PAA Bet 
Bank interest and commission...... 107c1 8 
House property expenses— 
Interestsom Capita en seaseeeeeeees 40 0 0 
Depreciation hammered wee eer 50 0 0 
Rates and ta xcor. ne eee 30° OF 5 
Repaite tncancince uncer oeene ae 0 13 10 
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Interest and dividends— 
Share investments...........ccce0ee 
TOA IMVESEITMIEMtS mms stecess cer eee e 
Baniketinvestimentusmeresceccessccese 
Mortgage investments ............. 


Interest charged to Trade Account— 
(2) BONCiNs ETE a eon. nes ses ncnnsite 
(b) Stocks 
(c) Debts 

Interest charged to House Property 
SE CGIOINE Bee cae halen Sins ols onaislsne 

Ean ee DEOUMCE CY DCUUS cioes <n os 00ieeuie oi 

POEL E WET ORES. creo oideaie’s Nuc sicelean cieuesis’s 

Collective life assurance premium.. 

Donations (Final Revenue A/c.)... 

MO OECHAE PCS co spas<.cstess>=sbboencnms 

Balance disposable brought forward 


Allocations during quarter— 
De seN ee ere csc. Stacnacasnes as 
Pe Tet eR UIL coeccacica. cues eseelsosting 
Contingency Vand <.....00.000.ess 
Rea RELC INCA seals sisnaskieaisdsaises siesiere 


Woans, etc.— 
Loans and accrued interest....... 
Savings-bank deposits ............. 
Pe ERIAL) CLUES oh onictea ssineisiains can season's 
TEGIOTS LOL POOUS...:50200.0602s0ee0s 
Appropriated for share interest not 
ER CEROIUCE cs... erie sna senses saeeeee 
Reserve and Insurance Funds— 
General Reserve Fund ............ 
Cattle Insurance Fund ............ 
Comtimcency MUNG G..25... csaerneat 
Land and buildings used in trade... 
Fixtures, fittings, and machinery... 
Tavevand tolling stock ¢....5.5.....09. 
House property ........ssseseeeee Serine 


Shares—I. and P. Societies........:. 
HI 


78 
3 
26 


1786 


Sed: 
Ae 
O © 
Sy x0) 
5: 2 
0 O 
OF 0) 
4 10 
6 10 
Oa 
7 6 
7 ii 


1883 


19051 


5416 
308 
19 


2852 


231 


1073 
61 
89 
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Loans— famsied: 
Lede Da Societies i..ccadasencaeee acess 5510 19 3 
Other bodies. 217) eesencsteenenss 430 0 0 

Mortgage advances to members ... 1037 5 0 

Expenses paid in advance ........... 78 16 8 

IREMES OWLS fracerianncy-scnssdeeseasiies os oo 050 

Accounts Owing (Met). .icc6<..ccazeoes 3418 11 8 

Hire-purchase Account owing....... 555 2 3 


88. Put the following items of receipt and payment in Trial 
Balance form and afterwards prepare a Cash Account from them :— 
Cash in hand to commence, £570; at end, £570. 
Overdraft at bank to commence, £15,562. 3s. 2d.; at end, 
£10,389. 2s. 11d. 
Repayments—Share capital, £4,501. Os. 8d.; savings- 
bank deposits, £919. 3s. 11d. 
Contributions—Share capital, £7,094. Os. 10d.; savings- 
bank deposits, £1,272. ls. 2d. 
Sales—Rolling stock, £2; goods, £75,950. lls. 2d. 
Dividends on purchases received, £97. ls. 2d. 
‘Trade commissions received, £14. 8s. 5d. 


Capital expenditure— fs) Sra 
Fixtures and. fittings. 2.2... .csescsasueenters 140 13 6 
Machinery sand plant acc. caqsassceccetnnaeceerme 372, O10 
Liveand rolling stock <:.c,coe.ccsc.es neve 54 12 0 

Goods ‘purcha sete: dices cosas secesuewseys ootesen dete 58775 12 10 

Wa ses: DAIds cocsscaccsssstsesseceeertaaseer tena emeeee 5082 11 10 

Other trade expenses ~\..-.<isvcecanocamen ate rae 3185 3 11 

WHATeNMUVeSERICT Bis. von cacee  scnpvtcn ea cee nee 69 0 0 

Grant to Co-operative Party..7:...0.-ce.< ces oee 13.2758 

House property expences (s.:2.c...0. 0. ee 7 isa 

Bank interest and commission ................. 308 19 0 

Collective life assurance premium ............. 340° 5 5$ 

Alterationssto Droperty.cc-.mcsetee ee sect ces 250 0 0 

Special printing (Final Revenue Account)... 85 0 0 

Education department expenses................ 120 10 6 

Convalescent: Homie tickets \:;sumeses. seen 12710 30 

Donations chargeable to Final Rev. Account 8330 

House propertyinents. ot ocec-tytae8s Jone cee 39219; 6 

Hall textes, .steateecndares<saxes ox cvacoae desea meee 350 7 aG 

Interest and dividends on investments...... 14 ioe 

Bank agency Commission’... :ssaskes. 0 eee 19 oe 
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National Health Insurance grant for £82 2d; 
WOE RING CRVCNSCS 5. cats csatar se scsetemenage eae iomsy 8) 
Contributions to holiday fund................+. wpe ey All) 
Interest and dividend paid to Members...... 5770" 3: 10 
89. The following were the figures of the Statement of Liabilities 
and Assets of a society at the end of 1926:— £ 
REIRO Ce CLL ccc asnee et wose ra acsasher onc chevesin ince estes 5000 
POST CAD EAL... spo rc ceee- sr gaedne ses essecceseconnesscnenees nos 1000 
Amount appropriated for share interest and not 
EEOC Mee dene tenuate vies tiara bint cienied moe nie ane tine Sie ealcinw 60 
Sundry creditors for goods ..........cscseeeeeeeeeeeeeeenees 200 
Meee Od TOSEL VO i wicatnnscannnes esas eaasasvnenenrscdeweerseees 500 
Balance disposable........:.:sccoeeresnserssesenssecsceecee ons 400 
Z 
aa Ses Be ppeshaeieters dc cere enn Ee rer ee cere 2000 
MAG ATO UMUUUIES<...cscnsecsecegarnsssorsencess 2000 
Fixtures and Mttings i292. 0... .cceavecoeeenesies 1000 
I. & P. share investment .............:.sseseees 800 
I. & P. loan investment .........-..-+.ssseeeees 200 
Cash in hand and at bank ........-.-..s2ssee+ 1160 


£7160 £7160 
The society sold only for cash, and the following is a summary 
of the transactions for the first quarter of 1927, all the expenses being 


paid :-— if 
PTT Cases neat arse lettre cols (rcccperecorecmanepoanesaivesn ens 6000 
Goods and stock Charges.........cscscsesescseneeeeenenenees 60 
Selling expenses (including wages, £500)..........::++++ 600 
Delivery CXPeNSES .......ceceeeesee eee eeeeeteeee een eeneree sees 100 
Land, buildings, and fixtures charges.......-.:++es1e1e+ 150 
General charges (including wages, £70)..-.....+:+1+++++ 100 
fee es eae te tea fain cece siete aiathiin aan nin ane sins 9000 


Share contributions, £1,000; withdrawals, £800 (including 
that part of the share interest mentioned above which 
has not been added to Share Capital Account). 

Loan deposits, £300; withdrawals, £150. 

£300 was owing for goods at the end of the quarter. ‘The fore- 
going did not include the following items :— 

Interest chargeable to trade—Land, buildings, and fix- 
tures, £40; stocks, £20. 
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Depreciation chargeable to trade—Land and buildings, 
£20; fixtures, {25. 
Interest on members’ share capital for quarter, £60. 
Interest on loan capital for quarter, £12. 
Payment of dividends and interest, £120. 
Interest received—Shares, £10; loans, £5. 
Of the £400 balance disposable, £50 was allocated to reserves 
and £320 to dividend, £30 being carried forward. 
Stock on hand at the end of the quarter was valued at £2,100. 
The society’s departments were all Distributive departments. 
From the foregoing information prepare Ledger Accounts, Trial 
Balance, and Balance-Sheet Accounts. 


90. From the following Trial Balance prepare the first balance 
sheet of a new society, excluding Cash Account, after making the 


specified adjustments :— Dr. Cr. 
sé £ 
He Aa cs aR Sanne eae eraetene cress Amida 20000 19500 
Da Tee ees onch eee tetes one use ane eee 18000 16000 
PUTCHASESs loge ne hadon ce ca eeeae te ee eee 13000 
Baless(Cashirecei Ved). :aieca.2 sect eee seer 14000 
Expenses— 
GOGdg and OtOCk Charges ncn, ota, eee 60 
Sellinexpenses. ect. snnecai si gass anteater 800 
DeliveiveeY POUSSn. conunalssunee dceeee seek eee 150 
Land, buildings, and fixtures charges..... * 100 
Generale nat ges carne: coe cenee even eee 100 
Dividend on pir chases. «..2..sccansemcereeses ce 60 
Share Capitals. ncnsscscashasce seth ace ee tee 6440 
Share investinents |. ...\1-.01ccnasemeeeeaeeenee 1000 
Land and buildings. (trade) ............<0+-5..-- 1500 
Hixtures and uttings (trade) \cccs...ceceene 1300 
Share imterest,tecelved.....40--.2)s- aerate 10 
Provide for— £56010 £56010 


Interest on share capital, £50. 

Interest on stocks, {40; land, buildings, and fixtures, £35. 
Interest on members’ debts, £6. 

Depreciation—Land and buildings, £20; fixtures, £40. 
Members’ debts, £500. 

Reserve against debts, £125. 

Stocks on hand at end of quarter, £3,000. 
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LESP PAPER’ Ne. 1.* 


Four Hours are allowed for working this Paper. 
PARAL 


(Three questions in this part may be attempted.) 


1. Explain the terms “functional classification of expenses ”’ 
and ‘‘recording expenses according to their nature,’ and give 
examples to illustrate your explanation. 


2. How would you ascertain at the end of a quarter— 
(a) The correct charge for depreciation of a shop and 
its fixtures. 
(b) The correct charge for interest upon stocks and 
buildings ? 
Explain in each case the amount upon which the charge would 
be based and the rate at which the charge should be assessed. 


3. Prepare the rulings of a page in the Shares Summary, and 
explain the sources from which the entries in the various columns 
are derived. . 


4. Explain the Simplex system of savings-bank records. 


5. How would you treat the following items in the books of a 
society ?>— 

(a) Shares value £500 in a company that has been wound 
up and made a first and final payment of Is. in the 
£ to shareholders. 

(b) (1) £500 deducted from employees’ wages as contribu- 
tion to a pensions fund; (2) £500 contributed by a 
society to employees’ pensions fund. 

(c) A loss of £300 due to embezzlement by a cashier, the 
society holding £200 as a guarantee deposit. 


% A key to the exercises in Test Papers Nos. 1 and 2 is published by the Co-operative Union, price 
9d., post free. 
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PART II. 


(All candidates must attempt this exercise.) 


The following is the trial balance of the U. C. Co-operative 
Society at the end of a half year (June 30th) before certain adjust- 


ments have been made:— Dr. Cr. 
Ll 
ESI at aH eacaae a cacde casa iaer gto eam acne 1000 — 
PAM COV CTOLANG don aan diode so ssenset seven crempen tanned — 1000 
Membéis: Share Capitals i. -.c-aarasnas sade seanreanciant — 43000 
TQM CAMIUAl Sang daetoc sacs c sess none trsqnna dened eee — 12000 
SSUTEIC. V7, CLECHEONS aeetren ene tates cee on aaa oeeetetee sweaters ae beet me 
Purchases—Grocery Department..............0e0c-e0ee| 20000) ss 
Drapery Department succes custaccacncoes 4000 | 
Expenses—Distributive Departments— | 
Grocery. | Drapery. | 
omen £ 
Goods and Stock Charges...) 80 20 100 | 
Selling Expenses............... 2000 | 500 | 2500 | 
Delivery Expenses............ 160 40 200 | 
DieBerand bo Charges....:... 33 is 
Genera lec WAtOCSs os aeciiinsns S| 10 100 
CHIGG ED ee cbren aide coe a emiane biter dag ava teon sider emaais 300 
Generali xpenisesey, - 2s. sd) sstnddh abs eve semmee sesocate 120 Son 
Sales—Grocery Department .................csceeeeeeeees _ 25000 
Drapery Denaresienumsassccr). veces eaten 6000 
Share Interest Receivable—I. and P. Societies .....| 200 
Loan Interest Receivable— 
1. and: Py Societies” Ordinary Loans <2... ...ss<00.- 50 
Other Bodies—Mortgage Loans ................600. 50 
Interest on House Purchase Advances .............::. S33 20 
Investments: Shares—C.W.S. ..........ceeeceeeeeeeeeees 16000 = 
Leans=—-C.Vy Sas. cA cp cncostuaesereeeas 5000 
Debentures—X. Y. Co.s.ccseressnseseses 4000 
House Purchase: Advances: wo. Ge.enssy snare caseveeceece 2000 
Pand-and Buildings used)in. Trade ..V.1--saeraeeeaey er 16000 
Fisturesiand Fittings, cvs c..cccee: marr emee ne ere 4000 hed 
General: Reserve nsiind gemccmn «epee es nec ceas acs aeeeoe ue 2000 
Dividend Hqualisation) bunds: .c.-+-.-.«vcece one 1000 
Stock on hand, January Ist—Grocery .... £8000 
Drapery ... 9000 
—— | 17000 |... 
Balance—Surplus brought forward .................008. oe LOGS 
5 we £92320 £92320 
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The following adjustments have to be made:— 


Interest to be charged to departments at 4 per cent on— 
(a) Average stocks (grocery, £12,500; drapery, £7,500). 


(6) Land, buildings, and fixtures (grocery department, 
£12,500; drapery department, £7,500). 


Depreciation to be charged to departments as follows :— 
Grocery, on land and buildings, £300. 
Grocery, on fixtures and fittings, £200. 
Drapery, on land and buildings, £150. 
Drapery, on fixtures and fittings, £100. 


The office expenses are to be allocated—Grocery department, 
£250; drapery department, £50. 


The general expenses are to be allocated—Grocery department, 
£100; drapery department, £20. 


Rates due, not yet charged—Grocery department, £50; 
drapery department, £30. 


Bank interest on overdraft to be provided for, £100. 


Provision to be made for interest on share capital, £1,000; 
and for interest on loan capital, £240. 


Interest due not credited on C.W.S. shares, £200; on C.W.S. 
loans, £50; on X. Y. Co.’s debentures, £50. 


Stocks on hand, June 30th, amounted to £17,000 (grocery, 
£9,000; drapery, £8,000). 


After making these adjustments, prepare Trading Account, 
Investments Revenue Account, Final Revenue Account, and 
Disposable Balance Account (Part B) for half year, and the State- 
ment of Liabilities and Assets at the end of the half year. 
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TES PAPER No.2. 


Four Hours are allowed for this Paper. 
PARI; 


(Three questions in this part may be attempted.) 


1. Explain the Departmental Expenses Book. Indicate the 
source from which it is entered, and explain its connection with the 
Departmental Trading Accounts. 


2. What types of trading club exist in the Co-operative move- 
ment ? Explain the system of records for any one of them. 


3. Prepare the rulings of a Share Ledger Account and explain 
the sources from which the entries in the various columns of such 
an account are derived. 


4. A society gives credit and suffers losses from bad debts. It 
employs the cash basis for recording its sales. Explain with figures 
of your own choice the manner in which the correct amount of 
sales for the Trading Account will be ascertained. 


5. How are the following items treated in a society’s books: 
Entrance fees; sale of rule books to new members; fines and for- 
feits; receipts of loan interest from which income tax has been 
deducted; loan investments of £500 to be written down to £300. 
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PART II. 


The following is the Statement of Assets and Liabilities of the 
Redway Co-operative Society Ltd. at December 31st, 1925, and 
below it is the summary of the committee’s recommendations 
regarding the disposal of the available balance. The transactions 


of the society for the succeeding six months are also given, and 
you are asked to prepare a trial balance as at June 30th, 1926, in 


accordance with the information and instructions given:— 


STATEMENT OF LIABILITIES AND ASSETS, 
December 31st, 1925, 


LIABILITIES. £ £ ASSETS. £ £ 
(1) Shares— | (i) Stecks— 
Withdrawable Shaies...... 50000 50000 | | Trading Stocks— 
(2) Loans, etc.— | Distributive Depts...... 20000 
Savings-Bank Deposits | Prod. & Service Depts. 5000 25000 
and Accrued Interest.. 1000 | (2) Property— 
Stamp CID: 32 c-s.00.es<<0% 200 1200 | Land and Buildings used 
(3) Various Liabilities—- | Gre Rrade yecedccacaddorkee 10000 
Staff Guarantee Deposits 250 Fixtures and Fittings .... 8000 
Creditors for Goods ....... 1050 Machinery and Plant ..... 2000 
Amount Appropriated for Live and Rolling Stock... 2000 22000 
Share Interest not yet (3) Investments— 
credited to Share Capi- (a) Shares—C.W.S. ....... 10000 
tal Account ....<:....0i.. 800 2100 | (b) Loans—C.W.S. «......+ 5000 15000 
(4) Reserve and Insur. Fun _ (4) Various Assets— 
General Reserve ..........- 5000 | Accounts paidin advance 100 100 


Divid. Equalisation Fund 2000 7000 | 
one ——, 62100 62100 


60300 60300 Cash at Bank ...............0. 7000 


Balance disposable, as per | Cash in hand..............ss006 500 7500 
B.D. Account, carried 
to next Half Year....... 9300 9300 | 
£69600 £69600 | £69600 £69600 


PROPOSED DISPOSAL OF AVAILABLE BALANCE. 


£ £ 

To Dividend to Member®s........4.-+++++0+0+ 7000 By Balance disposable .....---s10.ssseeeeeeeee 9300 
,, Bonus to Employees ............+2-0e+++ 500 
», Education Grant ..:..:..-.seeeseeceeeeeee 300 
,, General Reserve Fund ............00++++ 500 
,, Dividend Equalisation Fund .........- 500 
,, Surplus, carried forward to next A/c. 500 

£9300 £9300 


The proposed disposal became the actual disposal; and mem- 
bers withdrew £400 of the £800 share interest appropriated and 
£4,000 of the dividend for the half year, the balance of the interest 
and dividend being added to Share Capital Account. The £4,400 
paid aut was withdrawn from the bank. 
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The following information, derived from the books of primary 
entry, summarises the transactions of the society for the half year. 
The cash basis is adopted for recording sales :— 


Shares— £ 
Contributions (Cash) as-sistssaes vhs dus. cava tema aay tae 10000 
Withdrawals (cash). oc .c, ..c0scsss<seneeunsn: cuade seemeneeae 9000 

Salevot rule, books. (Cash) .5..4.082:..0nacceescsqeces saaeteeeemee 10 

Bincs:and fGrlettS vo. .ccceacsatengee nents ioey cache a ere ame 20 

Savings-Bank— 

Deposits, (Casha) gut tvecn ss desecatosscs tama teat aeeencseens 800 
Withdra wals.(Ccasb). iis. sce eecnnowsas ae anreassynena waneencies 700 

C:W.s. loan interest received (bank) <22:..cs-cs.-eeecesems 200 

Invested in C.W.S.— 

Shares (basil) 22275.shdtve...cusewauvendonca: <iq eetemega sae 500 
Toans. (bank) Peters nw cscChecer d-mnessn esa cae sa aeuneceetieen 500 
‘Trade recetpts, (Cash) (21.20,. 20-28 nso sasseenee 27sec eee 100000 


Transfers—Productive Depts. to Distributive Depts... 5000 
Payments to Trade Creditors for— 


OOS ys cate retin eter cetaceans ies een £74000 (bank) 

DW BES gro mcie ce wabiiciteninnias 184 Ss tots San so emethe £7000 ___,, 

CHEGE TTA GE EX DCLSES tate, cients. Mecwnaaee £2000 __,, 

Land & buildings (capitalexpenditure) £1000 __,, 84000 
Bontspaic: tovemployees (cash) i: 4... 5se-12-.s<osesee venue 500 
Education department—grant paid (bank) ............... 300 
Goods Purchased— 

Distributive departments i... 0.2.2.) scecspccesmeaeee eee 70000 

Productive. departments:.......:.0ssece tec weer eee 3500 


Trading Account Expenses— 
Distributive Depart ments— 


Goods and stock charges Siero. 2c. ade: ena nese eee 30 
Sellingrexpences oo samc ncceaiats Meese tena ee 8000 
Dehvery expenses tacit. eae cea aes 200 
Land, buildings, and fixtures charges................. 50 
General charges Gi.cos.. sacs acne ae 50 
Productive Departments— 
Maniiactutin®: COStS seawes-c-.t eee eee eee 500 
Delivery expenses Gr..-..ccsour taster eee ee 100 
Land, buildings, and fixtures charges................. 50 
General charges’... aeaset cd eer Ree ee 50 
Office-t-all expenses ik. areata acter ber seeder $ 600 


Capital expenditure (land and buildings) ................. 1000 


TEST QUESTIONS AND EXERCISES. 507 


£250 share interest due from C.W.S. during half year had been 
credited to the society’s Loan Account by the C.W.S. The £100 for 
accounts paid in advance was for insurance; the amount is included 
in the expenses given, and the account has been closed. 


The £200 balance of stamp club payments had been transferred 
to Share Capital Account—not included above. Cash payments to 
bank for the half year were £110,000, and cash withdrawals from 
bank were £9,700. These items do not include £4,400 withdrawn 
from bank to pay interest and dividends noted on page 505. 


Journalise all the items given in this exercise; open the necessary 
Ledger Accounts; and prepare a first trial balance. (Note: Balance 
of Sundry Creditors’ Account is £1,080.) 
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TEST PAPER No. 3. 


Four Hours are allowed for working this Paper. 


PAR ION 
(Three questions in this part may be attempted.) 


1. What is the correct method of charging transport charges 
(i.e., as inward carriage or delivery expenses, and as Productive 
department or Distributive department expenses) in the following 
cases — 

(1) Bread delivered (a) from bakery to shops; (0) from 
shops to members; (c) direct from bakery to mem- 
bers. 

(2) Coal carried by canal from colliery to society’s coal 
wharf and from the wharf to (a) the bakery; (0) 
the members. 

(3) Milk carried from the society’s farm to the dairy, 
and afterwards from the dairy to the members. 


2. Upon what basis would you allocate the expenses of the 
general office among the departments? State the principal 
arguments for and against the adoption of the method you 
recommend. 


3. What is a Property Revenue Account? Prepare such an 
account for a society with a general office and six grocery branches, 
using for purposes of illustration figures of your own selection. 


4. Explain the books and accounts required by a society for 
the purposes of the hire-purchase system of trading, and prepare 
the rulings and headings of a page in the Hire-purchase Ledger. 

5. What is the Annual Return? Enumerate the accounts 


contained in the Return. To whom and by what date has the 
Return to be forwarded ? 
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PARTI. 


The following is the first trial balance of a small society with one 
shop. The adjustments specified have to be made, and you are asked 
to show Journal entries to record these adjustments and then 
incorporate these adjustments in a final trial balance to be submitted 
to the examiners along with all the Standard Balance Sheet Accounts 
built up from it, but excepting the Cash Account :— 


Dy. Cr. 

; £ Z 
Cash in hand—Cash received and paid ............s.scccesrceseees 4289 4284 
Bank Balance—Deposits and Withdrawals.................::.+004- 4000 4370 
Stock on hand at commencement...............0seeseeee sees sence ees 1896 ant 
Purchases and Warwand (Carriage yee. cccsromeceamivel siscescewincieeeecsien» 3156 
GOOAS TANG MStOCK CHALZES ees ateler.c els valaisies ois ewvicieisin esinreisn else sielsclelfclo = 4 
Sellinng Expenses .........0.ccecessecneesenecereeeteesceeecsseeeseseeeees 316 
Delivery Expenses .........2.cccscecsceseececeeeeee nse eeeseeneeseceawene 86 
Land, Buildings, and Fixtures Charges ..............ss:eseeeeeeeees 5 
Getierall CHALGeS.....25-.5.0.cceceemseeeereceseeceencereecinctererseceeees 14 a; 
BeHS Loco souasc onde ab OL SOE OR EEN Ste cine aR DU DCO niGs MOtOU ononrice aemrecieacer No bee 3968 
Basra lea GO TELITIYS SITS heels ic wigs cetsosisisigtiaious sore oor ele sisivieiiaian wslelsreiasis e's acie ee 11 
Wi vad end OM PULCHASES..-<5-cccss< cesses: ccceeeeccins cine since + eirmelsieeins te ee. | 30 
Interest and Dividends received—Share Investments .......... a | 9 

Loan Investments .........-. 506 3 

Rents of Property not used in Trade........+.-+...eeeeeeeeeereeee ee sia 7 

Bank Interest and Commission..........ssceeeesececneee eee eeee eee enees 10 aoe 

Expenses of Property not used in Trade ........1eesecseeeeeeeee ees 9 
Collective Life Assuramce—Premium .......... cece eee eee teens ee ee ees 18 

IVS OWE Jogeoap nae dabostoondeacancseeasneD 6 8 

Sundry Earnings (Final Revenue Account).......-..:6eseereeeeees wes 5 

Disposable Balance Account—Balance brought forward....... ag 212 
; Dividend to Members............ 195 
Tand and Buildings ...........sceccse eee eceeeeee teres eeeeenenencreene nes 1326 
TEESSHENIES, --onosoce coo DOS COR ERC ase ee Ga cone doc Ob cnonG oT co Hono uaccpenocnunes 260 
Investments—C.W.S. Shares ..........sceee essen eee eee ee eee eneeenees 365 
(OAWWER, TSE RIS Scot cupmacsassedonescocepopocuunuacsaoaseee | 181 
Acounts owing to Society......:esecseeeeeserereereeenene nese tense ees) 312 
Expenses charged forward ........:sscscsscereeseeseeeeeeetenneseeeees | 26 
Telephone Deposit .......-.1-:sseeeereenernece ner ereerseesnesteesenene ees | 1 
Collective Life Assurance Premium paid in advance............. | 18 

Health Insurance Sick Pay Aue ........ss.seeseee eee eeeeneeee nee eeeees 3 RUE 

Share Capital—Withdrawable Shares .....-.+-++-s+seseeeseseeeeeees Hod 1930 

Transferable Shares ........scsseceseeeneeesseeeeenes as 680 

Tat Capital (i..c..c...ceccnssenesncsvceenrfesetrersaccnersccscerssesenens pre 606 

Savings-Bank DepoSits.........c1cseeecreseeereeneencetencees ese eeeenes 108 

Stamp Club Deposits ..........:sseceeeereeeenecenteeenere eee senccneseees 56 30 

Sundry Creditors—For Goods .....-..sseceeeeneseeccese eee eeneeeeetes este 182 

For Expenses ......:eseseeeeeeeerereeneeecese cess 50 30 

General Reserve Fund..........:.sceccereenese see reseeseseeeseeerense ees | ae 17 

| 
£16490 |£16490 
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Provide for— 

(a) Interest on land and buildings, £40; fixtures, £20. 

(6) Depreciation on land and buildings, £40; fixtures, £20. 

(c) Interest on share capital, £59; loan capital, £17; savings- 
bank deposits, £2. 

(d) Reserve against debts, £84. 

(e) Stock on hand at end of period, £1,823. 

(f) An item of £20 owing to society for goods and not provided 
for above; and an invoice for £10 for inward carriage 
not included above. 

(g) Accrued interest on share investment, £5; and loan invest- 
ment, £3. 

(h) An error—an overstatement of stocks at end of previous 
period and beginning of current period of £50, the surplus 
of previous period being overstated by this amount. 
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TEST PAPER No. 4. 


Four Hours are allowed for working this Paper. 


PART. I; 
(Three questions in this part may be attempted.) 


1. The following are some of the half-year’s trade expenses of a 
society with shops and no Productive departments. Prepare a 
Statement of Expenses showing the functional allocation. 

N.B.—You are asked to show only the probable allocation based 
upon the information supplied. 


WETS sansa seencn ss oe 800 (shops, £650; office, £150) 
REGEAOL OLICE Io <nkeetesos os 80 

Repeat reece mueeeeces tne. 160 (office, £40; shops, £120) 
De PTSCla OWI wi sienn cles ys > 80 (office, £10; shops, £70) 
Committee fees ............. 20 

PEL LCOS a. eeroteencsegenes 10 

General repairs ............ . 30 (shops) 

Insurance of buildings..... 60 (shops, £35; office, £15) 
Insurance on stocks ....... 20 

Ground rents 202559 500% 14 (shops) 

General advertising ....... 10 

PORTIS seer tote eis se cs 40 (shop, £32; office, £8) 


Carriers’ charges for de- 
livering goods to mem- 


DCTS oie en Rees 20 
2. Explain the following terms: ‘Special Depreciation,” 
“Reserve Fund,” “‘ Trade Commissions,’ and ‘‘ Income,” 


3. From the data given in Part II. of this paper prepare the 
society’s Cash Account for the quarter. 

4. What is the difference between Capital Expenditure and 
Revenue Expenditure? Give two examples of each type of 
expenditure and explain how each of them affects the Trading 
Account of the period during which the expenditure is incurred. 


5. From the following data prepare a Receipts and Payments 
Account and a Statement of Liabilities and Assets of a guild branch 
for a year: Fees to head office, £3; Members’ subscriptions for 
year, £5; Donation to member in distress, £3; Grant from society, 
£10; Proceeds of tea party, £15; Sale of literature, £2; Purchase 
of literature, £2; Speaker’s expenses, {2; Rent of room, £5; Weekly 
collections for Distress Fund, £5; Secretary’s honorarium, £2; 
Postages and stationery, £1; Subscription to Educational Associa- 
tion, 5s. At the end of the year the secretary-treasurer had £25 
in hand (of which at this date £16 was for the Distress Fund), {2 
was owing for literature, and a grant of {5 was due to the guild 
from the society. 
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PART I. 


You are asked to prepare the first trial balance of the Forest 
Co-operative Society at the end of March, 1927, from the following 
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STATEMENT OF LIABILITIES AND ASSETS, December 31st, 1926. 


data :— 
LIABILITIES. £ 
(1) Shares— 
Members’ Claims—Withdrawable 
ROUT hips Eraesocanodre eee ee pee PCE Ee rene 20000 
(2) Loans, etc.— 
Loans and Accrued Interest......... 10000 
(3) Various Liabilities— 
Creditors for Goods ........seseseeeeee 1000 
Amount appropriated for Share 
Interest not yet credited to 
Share Capital Account ............ 200 
(4) Reserve and Insurance Funds— 
General Reserve Fund ............++- 2000 
Dividend Equalisation Fund ....... 500 
Balance disposable, as per Dispos- 
able Balance Account ............. 2000 
£35700 


ASSETS. 


(1) Stocks— 


Trading Stocks— 
Distributive Depts. .... 
Productive Depts. ...... 


(2) Property— 


Land and Buildings used 


in Trade 
Fixtures and Fittings .... 
Machinery and Plant 


Meo ac 8000 


2000 
Sok 1000 


Live and Rolling Stock... 1000 


(3) Investments— 
(a) Shares— 
I. & P. Societies... 8000 


Other Bodies 


(b) Loans— 
I. & P. Societies... 4000 


(4) Various Assets— 
Accounts paid in advance 200 


Cash in hand 
Cash at Bank 


5000 


12000 


4500 


£35700 


entries for the January to March quarter. 


MonvruHLy TOTALS OF PRIMARY BoOoKs or RECORD 
FOR THE QUARTER. 


The foregoing are to be entered in the ledgers as the commencing 


1. Purchases and Inward Carriage, as per 


Invoices— 


Grocery —=Cemiral 27 i scrsycsce ce dame | 

No. 1 Branch | 
DrapenreDepartment.s2.c.eres ceca. | 
Bakery Depattamentim ssccncsccecccs veakak 
Transport Department (Direct Costs).. 

2. Departmental Expenses Book—Totals. 
(Invoices, £350; Balance is Wages 


paid in Cash)— 


Grocery—Goods and Stock Charges... 


| 


| 


Selling Expenses .............. 
Delivery Expenses ............ 
1, Bs CF. Chargecs ieee, a: 
General Charges 


eee eee ere ee eene 


Jan Feb. | Mar 
C | 
300 300 300 
200 200 200 
200 200 200 
100 100 100 
10 10 10 
14 14 14 
35 35 ao 
14 14 14 
7 7 7 

7] i 7 
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Jan. Feb. | Mar 
Dr 5 Se ons 
Selliny Hxpenses t...c8.6..03 15 15 15 
Delivery Expenses: .i..c0e.0 5 5 5 
dgpeis pc. W (Charves Wigcc. 0. | 5 5) 5 
General Charges,......hsc00. de« | 2 2 2 
Bakery—Manutfacturing Costs .......... 34 34 34 
Delivery Expenses ............ te 630) Ai ee 30) 30 
dea oe Co. Charges s s25.5: | ae 5 5 
General Expenses ...ccc<ceseees 2 2 Z 
Transport—Direct Costs (in addition 
_ to the items of purchases above)..... 15 15 15 
Tp to Oes EM (Charges.cg, ove, 5 5 5 
General Charges isso scpse ts 2 2 Ms 
3. Cash Sales and Transfers— 
Grocery—Centtal (Sales) <.......0....0.. 375 375 375 
No. | Branch (Sales) ...::..:. 250 250 250 
Drapery Department (Sales) ............ _ 260 260 260 
Bakery Department (Sales) ............. 200 | 200 200 
Bakery—Transfers to Grocery | | 
Peal eres att anise estes sans eens badaes DOI 20 20 
Transport—Transfers to Grocery Dept. 14 by Sn 
Transfers to Drapery Dept. 3) 5 5 
Transfers to Bakery Dept.) 30 30 30 
4. Other Receipts and Payments— 
Pare OCONEE DULIOUS. vac. saeco sctivedrsuglnr rs 500 500 500 
DECI UNOTA WANS. canenstt oo. 0an xan aeitne 300 | 300 300 
Dividend and Interest paid out......... fe L200 fen 
GAM COMLEIDULONS 34.0.5.000 nein atur mene: 200 200 200, 
Maat WW TUROLA WEIS. swans cs cca. pcos aye<es 100 100 100 
Payments to Sundry Creditors tor | 
Dn eG .quebaeee ieee Sarasa meaner oe eae ' 800 | 800 800 
Payments to Sundry Creditors for 
MS CONG sos ends Otecdinaiie ws «oasave mgs Hal 205 20) 120 
Share Investment—I. & P. Society..... | 1000 ast 
Toan Investment—I. & P. Society..... | 500 
Collective Life Assurance Premium | 
PMR cecsirsunncensarecsevesoneatounlyes VOM meet bl) | Lhe 
I‘inal Revenue Subscription paid .... 2 5 5 
Collective Life Assurance Claims re- 
CEPVER LANG PAI. serie noncdesses scenes 6 
During the quarter £100 share interest and £50 loan interest 


accrued and was added to loan investments. 


JJ 
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The item of £200 paid in advance at end of previous quarter 
was for goods. ‘The account had been closed by a credit entry 
and a debit entry to sundry creditors. The amount of charge for 
the current quarter is included in the invoices for goods noted 
above, but the entries in the ““ Accounts Paid in Advance ”’ Account 
and in the Sundry Creditors’ Account are not shown, but must be 
included. 


All cash received was banked immediately, and all payments, 
except wages, were made by cheque, and for the wages payments 
a cheque was cashed weekly. 


You are asked to journalise all the foregoing items, in lieu of 
entering them in the usual books of primary entry, and prepare the 
appropriate ledger accounts—personal and impersonal—afterwards 
preparing a first trial balance (i.e., a trial balance before making 
the adjustments and charges for interest on members’ capital, 
depreciation, etc.). 


If time permits, you are asked to indicate by the side of each 
Journal entry the book of primary record in which the entry would 
normally be made, and extra marks will be granted to those who 
supply this information correctly. 


INDEX. 


INDEX. 


N.B.—The items in the Summaries are not included in this index, 


Accounting Needs of Large Societies, 
1-6. 

Accounts, Determination of Form of, 
373. 

Accounts Owing, 156, 173, 186, 194. 

Accounts Paid in Advance, 156, 172, 
173, 185, 186, 194. 

Advances to Members, 105. 

Advertising, 363, 417. 

Adjustment of Expenses, 88-92. 

Adjustments at End of Trading Period, 
154-179, 181-203. 

Adjustments of New Era Society 
Journalised, 197-200. 

Allocations for Education, 156, 177. 

Allocations to or from Reserves, etc., 
156, 177, 186. 

Alternative Form of Accounts, 43, 
447-467. 

Annual Return, 69, 379, 380, 381. 

Appreciation of Investments, 175, 176, 
186 


Assets, Sale of, 69, 70. 

Assets (and Liabilities), Statement of, 
SANG PEEP PASO) FB le 

Audit Fees, 417. 

Audit of Accounts, 218. 


Bad Debts and Bad Debts Reserve, 
90, 91, 92, 98, 99, 156, 168-171, 
191, 192. 

Bakeries, 131. 

Bakery Trading Account, 272, 273. 

Balance-Sheet Accounts, Form of, in 
blank, 431-467. 

Balance-Sheet Accounts of New Era 
Society, 469-479. 

Balance Sheet, Parts of, 206, 207. 

Balance Sheet, Preparation of, 206 e/ 
Seq. 

Bank Account, 207, 208, 240, 434, 472. 

Bank Agency Commission, 16, 366. 

Bank for Small Savings—see Savings- 
Bank, 

Bank Interest (also Dividends and 
Commission), 16, 58, 59, 61, 127, 
156, 174, 186, 194, 195. 

Bank Reconciliation Account, 343, 344. 

Bonus to Employees, 17. 

Boot and Shoe Machinery, Rent of, 
367. 


Branch Accounts, 251-263. 

Branch Sales Account, 101. 
Buildings, Trade and other, 65, 131. 
Burglary Insurance, 368. 


Capital Expenditure Analysis Book, 
5, 51, 65-70. 

Caretaker’s Wages, 417. 

Carts (see Vehicles). 

Cash Account, 209, 210, 236-240, 368, 
369, 432, 433, 470, 471. 

Cash Book (see Subsidiary and Sum- 
mary Cash Books). 

Cash Book and its Divisions, 4. 


| Check Books, 362, 363. 


Check Office Expenses, 75, 185, 415. 

Checks Purchased, 372, 373. 

Club Accounts and Club Sales, 99, 106, 
396-399. 

Clubs, Stamp, 25. 

Clubs and Hire-purchase Receipts and 
Payments, 4, 9, 23-27, 43. 

Coal Department, 362. 

Collective Life Assurance Claims, 29, 
30. 

Collective Life Assurance Premiums, 
T7585 059.163, 0 156) 174,017.05, 86, 
367. 

Collective Life Assurance Rebates, 16. 

Committee Fees, 417. 

Compensation and Insurance Claims, 
29, 30 

Co-operative Union Statistical State- 
ment, 381. 

Co-operative Wholesale Society, Divi- 
dends, 156, 166, 167, 184, 191. 

Co-operative Wholesale Society, Pur- 
chases Book, 405-408. 

Co-operative Wholesale Society, Share 
Interest, 155, 166, 184. 

Credits, 57, 88. 


Dairy Trading Account, 308-312, 

Death Benefits Fund, 58, 63, 156, 174, 
175, 186, 195, 196, 367. 

Debts and Reserve against Debts, 90, 
91, 92, 98, 126, 127, 156, 184, 195. 

Delegations, 417. 

Departmental Accounts, 232, 251-313. 

Departmental Adjustments and Trans- 
fers, 156, 172, 183, 185, 193. 
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Departmental Expenses Analysis Book, 
5, 73-92. 

Departmental Trading Account, 74-92. 

Depreciation and Depreciation Charges, 


89, 90, 155, 163, 164, 165, 183, 189, *| : 
| Final Revenue Account, Receipts and 


190, 420-424. 

Depreciation, Special, 365, 366. 

Disposable Balance Account, 209, 213, 
214, 215, 229, 230, 438, 439, 476, 477. 

Distributive Departments’ Expenses, 
79, 80, 81, 252-263. 

Distributive Departments’ Trading Ac- 
count, 251-259. 

Dividend Equalisation Fund, 177. 

Dividend on Purchases, 22, 29, 30, 31, 
42, 43, 102, 156, 166, 167, 168, 191. 

Dividends Paid in Advance, 372. 

Drapery Department (Productive) 
Trading Account, 274, 275. 

Dressmaking Department (Productive) 
Trading Account, 274, 275. 


Education Account, Grants and Alloca- 
tions, 58, 59, 62, 63, 156, 177, 178, | 


187, 196, 319-345. 


Education Account Payments, 17, 
319-345. 
Education Department, Books and | 


Accounts, 319-345. 


Education Department, Cash Book, | 


323, 325, 326, 327, 330, 331. 
Education Department, Income, 321. 
Education Department, Income and 

Expenditure Account, 338-342. 
Education Department, Invoices, 323. 
Education Department, Ledger, 324, 

325, 328, 332, 333, 334, 337. 
Education Department, Liabilities and 

Assets, Statement of, 336, 337, 343, 

444, 445. 

Education Department, Payments, 323, 

325. 

Education Department, Provision for, 

319, 320. 


Education Department, Receipt Form, | 


323, 324. 

Hducation Department, Receipts and 
Payments, Statement of, 335, 336, 
444, 445. 

Employees’ Pension and Superannua- 
tion Fund, 29. 

Empties, 405-408. 

Expenses, Allocation of, 413-424. 

Expenses, Statement of, according to 
Nature, 87, 88, 125, 240-248, 428, 
429, 430, 435, 473. 

Expenses, Statement of, according to 
Function, 243-248, 428, 429, 430. 
Expenses, Statement of, Preparation of 
by Alternative Method, 409-412. 


INDEX. 


Farm Accounts, 296-303, 456, 457. 

Farms, 65, 67, 131, 132. 

Fidelity Insurance, 368. 

Final Revenue Account, 
436, 437, 476, 477. 


212, 228; 


Payments, 4. 
Fines and Forfeits, 12, 114. 
Fire Insurance, 368. 
Fixtures and Fittings, 65, 67, 132, 133. 


General Charges and Expenses, 76, 
156.172) 185/193" 

General Charges and Expenses, Basis 
of Allocation, 413-419. 

General Office Expenses, 75,156, 171, 
172, 185, 193, 415, 416. 
General Property Revenue Account, 
352, 353, 425, 426, 427, 454, 455. 
General Revenue Expenses and Gen- 
eral Revenue Expenses Book (see 
also under Investments, Investment 
Revenue, etc., Expenses), 64. 

Goods and Expenses Ledger (see under 
Ledger). 

Goods Purchased and Goods Purchased 
Analysis Book, 5, 52-57. 

Goods Purchased Book (C.W.S.), 405- 
408. 

Goods Purchased Reconciliation State- 
ment, 54. 

Ground Rents, 173. 

Guarantee Deposits, 368. 


Hire-purchase Receipts and Payments, 
4, 9, 400-404. 

Hire-purchase Sales and Hire-purchase 
a 100, 101, 102, 127, 400- 
404. , 


| Horses, 66, 67, 133. 
| House Property, 6, 65, 131. 


House Property Advances, 127. 

House Property Expenses, 16, 58, 59, 
61, 107. 

House Property Rents, 108, 109. 

House Property Revenue Account, 127, 
155, 352, 454, 455. 

House Purchase Scheme of C.W.S., 16. 


Income, 
Income, 


Classes of, 95. 

Investment, 95, 103-110. 

Income, Minor Items of, 95-110. 

Income, Primary Records of, 95-110. 

Income, Trading, 95-102. 

Income Tax, 104, 105, 127, 363, 364, 
365. 

Insurances, 368. 

Insurance Agency Commission, 16. 

Insurance Agency Premiums, 16, 17. 

Interest Account, 350, 351, 454, 455. 


INDEX. 


Interest Accrued on Investments, Ad- 
vances, etc., 16, 165, 184, 190, 191. 

Interest and Dividend Payments, 30, 
31. 

Interest, Bank (and Dividends), 16, 
105 


Interest Chargeable: Debts, 162,-182, 
183, 188. 

Interest Chargeable: 
Rate of, 163, 420, 421. 

Interest Chargeable: House Property 
Account, 107, 155, 159, .162, 182, 
189. 

Interest Chargeable: Land, Buildings, 
and Fixtures Account, 159, 160, 182, 
188. 

Interest Chargeable: 
109, 156, 186, 196. 

Interest Chargeable: Stocks, 161, 182, 
188. 

Interest Chargeable: Sundry Property 
not used in Trade, 108, 162, 182, 189. 

Interest Chargeable: Trade Accounts, 
89, 107, 155, 159-163, 182, 183, 188, 
420-424. 

Interest on Shares, etc. (see Shares, 
Loans, etc.). 

Interest Receivable and Interest Re- 
ceivable Account, 103-109. 

Interest Transferred to Loan Account, 
etc., 166, 191. 

Interim Dividend and Balance Sheet, 
369, 370: 

Investment Revenue Income, 103, 127. 

Investments, 16, 145, 156, 175, 176, 
186. 

Investments Ledger (see Ledger). 
Investments Revenue Account, 212, 
226, 227, 228, 436, 437, 474, 475. 
Investments, Investments Revenue 
etc., Expenditure Analysis Book, 5, 

58-64. 


Departments, 


Reserve Funds, 


Investments, Investments Revenue, 
etc., Expenses, 51, 58-64. 
Investments, Investments Revenue, 


etc., Receipts and Payments, 4, 9, 
16-19, 42. 

Investments Statement, 357-360, 467. 

Invoice Analysis Book and its Section- 
alisation, 5. 

Invoice Analysis Book (see also Goods 
Purchased Book and the Various 
Expenses Analysis Books). 

Inward Carriage and Cartage, 361. 


Land, 65, 132. 


Land, Buildings, and Fixtures, etc., | 


Statement, 69, 355, 356, 357, 466. 
and Workings (Farm Accounts), 299— 
302. 
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Laundry Trading Account, 281. 

Ledger, Goods and Expenses, 113, 122- 
125, 128, 139, 142, 143, 144. 

re Investments, 113, 128, 139, 


Ledger, Loans, 113, 118, 119, 120, 139, 
140. 


Ledger, Private, 113, 134, 139, 146. 

Ledger, Property, 65, 113, 129-133, 
139, 145. 

Ledger, Sales and Income, 
126, 139, 144. 


Ligeei25: 


Ledger, Savings-Bank, 113, 120, 121, 
139, 140, 388-395. 

Ledger, Share, 10, 113-118, 139, 140. 

Ledger, Sundry Creditors’, 113, 121, 
139, 141. 

Ledger, Sundry Debtors’, 113, 121, 


122) 139) 142) 
Ledgers, Sectionalising of, 5, 113. 


‘Ledgers, Self-balancing, 141, 142. 


Liabilities and Assets, Statement of, 
216, 217, 230, 231, 440, 441, 478, 479. 

Live Stock, 132, 299-302. 

Loan Deposits and Withdrawals, 4, 9, 
IQs t4 Als 

Loan Interest, 58, 59, 61, 155,-157, 
158 181) 18753700 37 lees 72. 

Loan Interest Receivable, 127, 155. 

Loan Ledger (see under Ledger). 

Ioan Repayments to Society, 16. 

Loan Summary, 119, 120. 

Lorries (see Vehicles). 


Machinery, 65, 133. 

Manager’s Salary, 418. 

Milk Barrows (see Vehicles). 

Milk Department, 361, 362. 

Minor Items of Revenue Income, 110. 
Mortgages, Interest on, 58, 59, 61. 
Mortgages on Properties, 16. 
Mortgages Repaid to Society, 16. 
Motor Vehicles, 67. 


National Health Insurance, Working 
Expenses and Grant for same, 16, 
17, 366. 

National Health Insurance, Sick Pay, 
29. 

Needs (Accounting), 
Societies, 2. 

Nominal Accounts, 65. 


Varying, of 


Office Expenses (see Genera] Office and 
Check Office). 
Office Machinery, 367. 


Packages, 405-408. 
Payments (see under 
sidiary Cash Books), 


Various Sub- 
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Pension Funds, 367. 
Plate Glass Insurance, 368. 
Primary Entry Books, Sectionalised, 


Printing and Stationery, 362, 363, 417. 

Private Ledger (see Ledger). 

Productive Departments, 
82, 83, 267-275. 

Productive Departments, Trading Ac- 
counts, 267-275. 

Property Ledger (see Ledger). 

Property not used in Trade—Expenses, 
58, 59, 61, 62. 

Property Revenue Account, 109, 110. 

Proposed Disposalof Available Balance, 
Statement of, 209, 217, 231, 232, 
442, 443, 478, 479. 


Expenses, 


Purchases and Invoice Analysis Book, | 


51-92. 
Purchases Book (C.W.S.), 405-408. 


Purchases of Goods, 51, 52, 122, 123: | 


Real Accounts, 65. 


Receipts and Payments (Sundry), 16, | 


Uns: 


Receipts for Goods and Services, 20, | 


21,°22, 42. 

Rental Charges, 418. 

Rents of House Property, 16. 

Rents of Property not used in Trade, 
16 


Repayment of House Property Ad- | 


vances, 16. | 
Reserves and Reserve Funds, 156, 177, 
186, 187, 196. 
Revenue Charges (see also under 


special headings of various items), | 


58, 64, 73-92, 125. 
Revenue Income (see also under special 


headings of various items), 95-110. | 


Rule Books, 11. 


Sales, Adjustments and Adjustment 
Account, 98, 126, 156, 176, 186, 


Sales, Cash, 97. 

Sales, Club, 99. 

Sales, Credit, 97, 98, 99. 

Sales, Hire-purchase, 100, 101. 
Sales, Primary Records of, 95-102. 


Sales, Receipts for (see Trading Ac- 
count Receipts). 

Sales, Sundry, 102. 

Sales and Income Ledger (see under 
Ledger). 

Savings-Bank Accounts, ‘“ Simplex ” 
System, 15, 388-395. 

Savings-Bank Deposits and With- 
drawals, 4, 9, 14, 15, 41, 42, 58, 59, 
61, 388-395. 

Savings-Bank Expenses, 362. 


INDEX. 


Savings-Bank Interest, 60, 155, 158, 
181, 187. 
Savings-Bank Ledger (see under Led- 


ger). 

Secretary’s Salary, 417. 

Sectionalising Primary Books of Entry, 
2 


Service Departments, Expenses of, 84, 
85, 279, 280. 

Service Departments, Nature of, 279. 

Service Departments, Trading Ac- 
counts, 278-292, . 

Share Book, 10. 

Share Contributions and Withdrawals, 
4, O10 2LL 14 

Share Interest, Members’, 58, 59, 60, 
155, 157, 181, 187, 370, 371, 372. 

Share Ledger (see under Ledger). 

Share Summary, 114, 115, 116. 

Share and Loan Interest (and Divi- 
dends) Receivable, 103, 104, 127, 155. 

Shop Property, 129, 130, 131. 

Shop Transfers Book, 101. 

“ Simplex ’’ Savings-Bank System, 
388-395. 

Slaughter-house Account, 312, 313. 

Special Depreciation, 365. 

Staff Guarantee Deposits, 29, 31. 

Stamp Clubs, 25. 

Standard Balance-sheet Accounts, 
Blank, 431-445. 

Stocktaking Expenses, 368. 
Subscriptions Chargeable to a Revenue 
Account, 17, 58, 62, 366, 367, 417. 
Subscriptions Chargeable to Disposable 

Balance Account, 17, 366, 367. 
Subsidiary Cash Books, 4, 9-34. 
Summary Cash Book, 4, 17, 34, 39-48. 
Summuaries of Receipts and Payments, 

33, 34. 

Sundry Creditors’ Ledger (see under 

Ledger). 

Sundry Debtors’ Ledger (see under 

Ledger). 

Se ate Eeeine and Payments, 4, 9, 


ios 


Supplementary Accounts of Balance 
Sheet, 208, 232, 350-360, 447-467. 


Tailoring Department (Productive), 
Trading Account, 274, 275. 

Trade Commissions, 42, 43, 102. 

Trade Creditors’ Payments, 4, 
27, 28, 29, 43, 44. 

Trade Expenses, Alternative Method 
of Recording, 409-412. 

Trade Expenses Analysis Book, 5, 73-92. 

Trading Accounts, 210, 211, 212, 
222-226, 252-313, 436, 437, 448-453, 
474, 475. 


9, 


INDEX. 


Trading Account Expenses (including 
Trade Expenses Ledger Accounts), 
51, 73-92, 123, 124, 125. 

Trading Account Receipts, 4, 9. 

Transfers, 101, 102. 

‘Transfers and Transfer Column, Use of, 
33, 57. 

Transfer Prices of a Society’s own 
Productions, 269, 270. 

Transport Charges to Departments, 
286, 287. 

Transport Department, Trading Ac- 
count, 283-291, 460-463. 

Trial Balance, Preparation of, 138-151, 
154-203. 

Trial Balance, New Era Society, 150, 
L515 200; 20257203: 

Triennial Return, 381-384. 
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Vehicles, 66, 67, 133. 


| Wagons (see Vehicles). 


Warehouse Expenses, 75, 
185, 192, 414, 415. 

Working Capital—Funds and Reserves 
Statement, 353, 354, 355, 464, 465. 

Works Department Trading Account, 
303-308, 458, 459. 

Wrapping Paper and String Charges, 
361. 


exe}, ity, 


Writing Down of Investments, 
176, 186. 


175, 
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